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HE functions and responsibilities of the Auditor General of Canada are outlined 
in Part VII of the Financial Administration Act, R.S., c. F-10. 


2. Subsection (2) of section 61 of the Act states that the Report of the Auditor 
General shall be laid before the House of Commons by the Minister of Finance on or 
before December 31 or, if Parliament is then not in session, within 15 days after the 
commencement of the next ensuing session. 


I have been unable to complete my Report on the results of my examinations 
for the year ended March 31, 1971 within this timetable due to circumstances beyond 
my control. 


3. In accordance with the requirement of subsection (1) of section 61 of the Act, I 
now report to the House of Commons on the results of my examinations of the 
expenditure and revenue transactions in the year ended March 31, 1971. This 
subsection reads: 


The Auditor General shall report annually to the House of Commons the results of his 
examinations and shall call attention to every casein which he has observed that 


(a) any officer or employee has wilfully or negligently omitted to collect or receive any 
money belonging to Canada, 


(b) any public money was not duly accounted for and paid into the Consolidated Revenue 
Fund, 


(c) any appropriation was exceeded or was applied to a purpose or in a manner not 
authorized by Parliament, 


(d) an expenditure was not authorized or was not properly vouched or certified, 
(e) there has been a deficiency or loss through the fraud, default or mistake of any person, or 
(f) a special warrant authorized the payment of any money, 


and to any other case that the Auditor General considers should be brought to the notice of the 
House of Commons. 


4. The Statement of Expenditure and Revenue for the fiscal year ended March 
31, 1971 and the Statement of Assets and Liabilities as at that date, prepared by the 
Receiver General for inclusion in the Public Accounts, have been examined and 
certified by me as required by section 60 of the Financial Administration Act, 
subject to my comments in this Report. Copies of these financial statements are 
appended as Exhibits 1 and 2. The Summary of Appropriations, Expenditures and 
Unexpended Balances by Departments and the Summary of Revenue by Main 
Classification and Departments, both as included in the 1971 Public Accounts, have 
also been examined and certified and copies are appended as Exhibits 3 and 4. 
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Scope of Audit 


5. Examinations of the departmental accounts for the year ended March 31, 
1971 were made in conformity with section 58 of the Financial Administration Act 
which reads: 


The Auditor General shall examine in such manner as he may deem necessary the 
accounts relating to the Consolidated Revenue Fund and to public property and shall 
ascertain whether in his opinion 


(a) the accounts have been faithfully and properly kept; 


(b) all public money has been fully accounted for, and the rules and procedures applied are 
sufficient to secure an effective check on the assessment, collection and proper allocation 
of the revenue; 


(c) money has been expended for the purposes for which it was appropriated by Parliament, 
and the expenditures have been made as authorized; and 


(d) essential records are maintained and the rules and procedures applied are sufficient to 
safeguard and control public property. 

The work of the Audit Office, covering both the audit for authority (legislative 
audit) and the financial audit, has continued along the usual lines during the past 
year. In accordance with generally accepted auditing standards, verification has 
been limited to such tests of the accounting records and other supporting evidence as 
were considered necessary in the circumstances. 


In my Reports to the House over the past two years I have mentioned certain 
factors which must be taken into account in determining the extent and scope of our 
audit work. I also described some of the difficulties faced by the Office in increasing 
the scope of its audit work in the face of the growth of government expenditures and 
revenues and the increasing complexity of its operations. These difficulties have 
remained throughout the past year with the added burden of staff unrest caused by 
the action of the Treasury Board in maintaining its downgrading of all of the senior 
positions in the Office. Further particulars of this are given in paragraph 8. 


Meanwhile examinations during the past year covered all departments, Crown 
corporations and other agencies of the Government of Canada except those corpora- 
tions and other instrumentalities whose accounts are subject to examination by other 
auditors. Members of the staff of the Audit Office were given full access to all 
vouchers, records and files of the various departments, Crown corporations and other 
agencies. In addition, they were readily provided with all supplementary informa- 
tion and explanations required. I should like to express my appreciation for the 
co-operation thus extended by departmental officers and by the administrative and 
accounting officers of Crown corporations and other agencies. 


Office of the Auditor General 


Office Accommodation 


6.The Office had been located in the Justice Building since 1953, occupying 
18,000 sq.ft. on the ground and first floors which the Department of Public Works 
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estimated had a rental value of $3.50 per sq.ft., amounting to $63,000 per annum. 
This space always provided most suitable accommodation for the Office without any 
need to consider alternative or larger accommodation. 


Last year the Department of Justice which was occupying the remainder of the 
building asked us to vacate in order to make additional space available within the 
building for their expansion. I agreed that the Office should co-operate notwith- 
standing the obviously increased cost which would result. Suitable alternative 
accommodation was located in La Promenade, 151 Sparks Street, Ottawa, where 
23,349 sq.ft. have been rented for ten years from November 1, 1971 at an annual 
rental of $128,705 ($5.51 per sq.ft.) which, with the addition of a payment to the 
lessor of up to $50,000 towards the cost of partitions and related installations, brings 
the total cost of occupancy to $5.81 per sq.ft. over the term of the lease. The Office 
moved into its new premises on the weekend of December 4, 1971. 


Under a proposal to be submitted by the Department of Public Works to the 
Treasury Board, rental costs such as these, presently charged to Public Works Vote 
10, will, effective in 1973-74, become a charge to the individual departments and 
agencies which will reimburse the Department of Public Works for the accommoda- 
tion provided to them. In a circular letter sent on November 15, 1971 to all 
departments and agencies for which the Department of Public Works provides 
accommodation, the Department states that it believes such action will enable 
departments to identify more accurately total accommodation costs of government 
as well as making departments responsible for determining their space needs by 
making them financially responsible. Such action, both in the field of rental costs 
and costs of other services provided free to departments and agencies, was first 
recommended in my 1960 Report to the House. In paragraphs 11 to 14 of that 
Report, when referring to the importance of achieving a more accurate and realistic 
cost of government operations, I recommended that accounting anomalies and 
inconsistencies of this kind be remedied in order that the accounts relating to 
parliamentary appropriations might more accurately record the expenditure 
incurred for the various services. These recommendations were subsequently 
endorsed in 1962 by the Royal Commission on Government Organization. 


Bilingualism in the Public Service 


7. As a body charged with examining and reporting on the accounts and 
financial transactions of all government departments, agencies and the majority of 
the Crown corporations, the Office of the Auditor General must work in the 
language of its clients. Today this language continues to be predominantly English 
in the areas of accounting and finance and consequently most of the work of the 
Office is conducted in that language. It is hoped that opportunities will become 
available for French-speaking members of the staff to work in the language of their 
choice. In the meantime many of the English-speaking members seek to perfect their 
knowledge of French in the belief that Canada’s second language will be employed 
to a greater degree as a working language in these areas. Where this has or will 
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shortly become the case, the Audit Office wishes to co-operate to the fullest possible 
extent. 


Downgrading of the Senior Staff Positions 


8. Reference was made last year to the action of the Treasury Board in 
reclassifying or downgrading the 28 senior positions in the Audit Office, namely 
those of Director, Assistant Director and Regional Supervisor, all of which were 
downgraded in relation to similar positions in other government departments. On 
December 1, 1970 I asked the Public Accounts Committee to recommend to the 
Treasury Board that a separate category be established to reflect the type of 
independent external auditing work carried out by my officers. In expressing its 
deep concern to the House on December 18, 1970 over this serious problem, the 
Committee recommended instead that a suitable bench-mark be determined and 
that this be accomplished by February 1, 1971. A bench-mark was determined but it 
was only on November 15, 1971 that my Office was informed by the Treasury Board 
Secretariat that the downgrading was to stand unchanged. 


In my opinion, this action by the Treasury Board Secretariat is unfair and 
discriminates against the Auditor General. It should be corrected forthwith. If it is 
allowed to stand it will mean that his Office is prevented from employing auditors 
in the highest classification in the Public Service of Canada. It will also mean that 
in order to reach the highest classification in their profession, his most experienced 
auditors must leave the Office of the Auditor General. 


This action points up more clearly than anything else that if the Auditor 
General of Canada is to be truly independent he must be free to recruit the staff he 
needs and to determine their salary levels within the framework of the Public 
Service of Canada. 


International 


9. The Auditor General of Canada has continued to serve as a member of the 
Board of Auditors of the United Nations during the past year and is currently its 
Chairman. He was appointed by the General Assembly of the United Nations 
on November 20, 1967 for a three-year term beginning July 1, 1968, and on 
November 16, 1970 the General Assembly reappointed him for a second three-year 
term beginning July 1, 1971. In addition, the Auditor General has continued to 
serve, since 1956, as External Auditor of the International Civil Aviation Organiza- 
tion, one of the specialized agencies of the United Nations. These assignments, 
which are undertaken at the request of the Government, provide valuable experience 
for the staff of the Audit Office, with travel and salary costs being recovered in all 
cases. 


As mentioned in my Report to the House last year, Canada acted as host to the 
VIIth Congress of the International Organization of Supreme Audit Institutions 
(INTOSAD) held in Montreal, September 7-16, 1971. This Congress was attended by 
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Auditors General, their counterparts or representatives from 87 countries. The 
subjects discussed included audit staff personnel—selection and training; electronic 
data processing and other technological aids; management or operational auditing ; 
and the implementation of recommendations made by the various world audit 
institutions. Excellent position papers were prepared by the various countries and 
the record of discussions and conclusions reached will shortly be available for 
world-wide distribution in English, French and Spanish. 


The members of INTOSAI and others interested in its work have been unani- 
mous in their praise of the Congress and the preparations and arrangements made 
by Canada in its role as the host country. The work of the Canadian Audit Office in 
handling this large gathering was greatly assisted by kindness and courtesies on 
every hand, in particular by the Governor General of Canada, the Speaker of the 
House of Commons, the Government of the Province of Quebec, the Mayor and 
Council of the City of Montreal, the Canadian Institute of Chartered Accountants 
and the Institute of Chartered Accountants of Quebec. Special mention should be 
made of the members of the staffs of the Canadian Audit Office, the Translation 
Bureau of the Department of the Secretary of State, the Canadian Government 
Printing Bureau of the Department of Supply and Services, and other departments, 
as well as the many other people who worked so hard to make our visitors welcome 
at this large gathering. 


In describing the nature of this VIIth Congress and its estimated costs in my 
Report last. year, I advised the House that the latter had been estimated at $208,000, 
of which about $70,000 was the estimated value of the services to be provided by 
other departments. This estimate was based on known requirements only and no 
provision was made for contingencies. The final cost amounted to $243,000 all of 
which was met from amounts provided in the Estimates of the Office for the fiscal 
years 1970-71 and 1971-72. The excess was due to professional and special services 
being $14,000 more than the amount of $51,000 forecast for this expenditure, and 
printing and stationery being $21,000 more than the amount forecast of $20,000. 


Standing Committee on Public Accounts 


10. After holding three meetings in June 1969 on the subject of paragraph 148 
of my 1968 Report—Concessions made to motor vehicle manufacturers—the Public 
Accounts Committee resumed its examination of this Report on January 20, 1970 
and completed it on November 26, 1970. 


On December 1, 1970 the Committee commenced its examination of my 1969 
Report which it concluded on June 30, 1971. It presented the following reports to the 
House: 


First Report November 26, 1970 
Second Report December 18, 1970 


Third Report January 28, 1971 
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Fourth Report February 22, 1971 
Fifth Report March 10, 1971 
Sixth Report June 30, 1971 
Seventh Report October 7, 1971 


On October 7, 1971 the Committee commenced its examination of my 1970 
Report. 


Recommendations and Observations by the Standing Committee on Public Accounts not 
yet umplemented or dealt with 


11. My Report to the House last year included a listing of 41 recommendations 
and observations by the Public Accounts Committee which were awaiting implemen- 
tation by the Executive or further consideration by the Committee. 


The Executive has implemented three of these reeommendations: 


Fourth Report 1964-65 
Unemployment Insurance Fund and its administration 


Eighth Report 1966-67 
Cost of salvaging sunken vessel 


First Report 1970-71 
Internal audit of Canada Pension Plan administrative costs 


The recommendation included in the Committee’s Third Report 1969-70 con- 
cerning the refit and improvement of H.M.C.S. Bonaventure was partially imple- 
mented when the Ministers of National Defence and Supply and Services appeared 
before the Committee and provided the information it was seeking. The remainder 
of the recommendation was withdrawn when the Committee accepted the assurance 
of the Minister of Supply and Services that there is insufficient basis for any legal 


claim against the shipyard for recovery of $4,173 which the Committee had consid- 
ered to be a duplication of payment. 


In 1970 the Committee made several recommendations which conflicted with 
recommendations which the Committee first made to the House in 1964 and 
reiterated in 1966. It would therefore appear that the original recommendations 
which have remained outstanding for a number of years will not be implemented: 


Fourth Report 1964-65 
Office of the Auditor General 
Eighth Report 1964-65 
Accounts not examined by the Auditor General 


Third Report 1966-67 
Salary of the Auditor General 


Eleventh Report 1966-67 
Central Mortgage and Housing Corporation— Appointment of auditors 
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It would also appear that two other recommendations can no longer be 
implemented because of the efflux of time: 


Sixth Report 1964-65 
The Canada Council 


Eighth Report 1966-67 
Inadequate control of stores at northern locations 


Thus of the 41 reeommendations which had not been implemented or otherwise 
dealt with at March 31, 1970, 31 remain. Seven additional recommendations which 
are capable of specific implementation but which have not yet been implemented 
have been made by the Committee (see Appendix 1, items 32 to 38). 


In its Sixth Report 1970-71 to the House, the Committee recommended that the 
Auditor General give consideration to six changes in the preparation of his next 
Report. The first three changes suggested called for grouping of paragraphs on 
departments and Crown corporations in two separate sections, alphabetical arrange- 
ment of the paragraphs thereunder, and the grouping together of numbered para- 
graphs relating to the same department and the same Crown corporation. I have 
pointed out to the Committee that, as the Table of Contents shows, such grouping 
has always been the sequence followed in arranging the paragraphs in my Report. 


The fourth and fifth changes suggested were that comments be grouped for each 
department and Crown corporation under headings such as Non-Productive, Legis- 
lative, Administrative, Errors, Possible Dishonesty or Fraud, Other, and that each 
non-productive item show its total at the end of its title. I have advised the 
Committee that after considering these proposals I have decided to continue my 
present practice of placing the facts before the House without unnecessary identif1- 
cation of departments and persons or attempting to pre-judge the type or nature of 
the comment. I have always believed that, in rendering his Report to the House of 
Commons, the Auditor General should be free to present the facts and make his 
comments without attempting to categorize them by type, departments, Crown 
corporations or any other way. 


The sixth suggestion was that the Report be produced in one volume instead of 
two. This will always be done unless unusual circumstances, as existed in the case of 
the 1969 Report, render it desirable to do otherwise. 


Summary of Expenditure and Revenue 


12. The Statement of Expenditure and Revenue for the fiscal year ended 
March 31, 1971, prepared by the Receiver General for inclusion in the Public 
Accounts and certified by the Auditor General as required by section 55 of the 
Financial Administration Act, 1s reproduced as Exhibit 1 to this Report. The 
Statement shows revenue of $12,803 million, expenditure of $13,182 million and a 
deficit of $379 million for the year. By comparison, there was a surplus of $393 
million in the preceding year and a deficit of $576 million in 1968-69. 


Expenditure 


13. The Summary of Appropriations, Expenditures and Unexpended Balances 
by Departments for the fiscal year ended March 31, 1971, as published 1n the Public 
Accounts, is reproduced as Exhibit 3 to this Report and shows appropriations of 
$13,450 million, expenditures of $13,182 million and unexpended balances of $268 


million. 


14. Of the $13,450 million of appropriations available for expenditure in the 
year, $6,507 million was provided by statutory authorities and $6,909 million was 
granted by Appropriation Acts (Nos. 2, 3 and 4 of 1970 and No. 1 of 1971) while $34 
million remained available from continuing 1969-70 appropriations. 


The $13,182 million of expenditure is the net of total expenditure of $13,471 | 
million less revenue of $289 million which was credited to appropriations under | 
authority of Appropriation Acts which authorized departments to spend certain 
revenues received during the year. Not included in this figure is expenditure of $55 
million from postal revenue. Gross expenditure during the year was therefore 


$13,526 million of which $6,562 million (48.5%) was incurred under statutory authori- 
ties, and $6,964 million (51.5%) was spent under the authority of appropriations 
granted for the year and continuing appropriations of previous years. 


Of the $268 million of unexpended balances at the year-end, $221 million lapsed 
in compliance with section 30 of the Financial Administration Act and $47 million 
pertaining to the following departments and votes remained available for expendi- 
ture in 1971-72 because of the special wording of the appropriations: 


Department Vote 
EocternalcA TaireAs..ccke: sunk aeons 20 
PB ipanGR. ee he kr os ee eee lla 
Labour.) ieee) & teen Ieee 7b 


Particulars Amount 
International Food Aid Program..... $ 5,556,000 
Assistance to the Governments of 

Manitoba and New Brunswick in 

meeting costs relating to floods in 

pS 9] | ere Dc ear an dio ta ee I 2,800,000 
Supplementary unemployment insur- 

ante DEREINUS oe a ibaa Bet aa ata 28 , 420, 000 
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Department 


Manpower and Immigration....... 


Secretary of State (1968-69)....... 


DBecretary. OF mide, eA. eek ra 


15. The lapsed balances of $221 million represented 3.2% of the $6,943 million 
provided under Appropriation Acts. This was after transferring a total of $25 million 
between votes with parliamentary authority, thus reducing by $25 million the 
amount which would. otherwise have lapsed at the year-end and the Supply that 
Parliament would otherwise have been asked to provide. An additional $65 million, 
the balance remaining at the year-end in Treasury Board Vote 5, Contingencies, was 
transferred from the Vote, with parliamentary approval, to a reserve for the 
payment of salary increases with respect to the 1970-71 and previous fiscal years. In 
36 votes of 19 departments, lapsing balances aggregating $72.5 million represented 
more than 10% of the amounts appropriated. These include the following votes in 


Vote Particulars Amount 

ue 10 Development and Utilization of Man- 
power—contributions to provinces 
for capital expenditure on occupa- 

tional training facilities........... $ 15, 000 
+ 2 Construction or acquisition of build- 
ings, works, land and equipment— 

Wational arts, Centres s.594.54722% 217,000 
4 22a Centenary of the Confederation of 
British Columbia with Canada— 
program expenditures, grants and 

CONTOGUONS «1-02 25 ee meee ree 9 ,845 , 000 

$ 46,853,000 


which the lapsed balance represented 25% or more of the appropriation: 


Lapsed 
Appropriated Amount % 
Regional Economic Expansion Vote 5—Capital......... $ 10,074,000 $ 5,642,000 56 
Consumer and Corporate Affairs Vote 20—Operating.... 154,000 67 , 000 44 
Energy, Mines and Resources Vote 25—Grants......... 4,147,000 1,388,000 33 
Indian Affairs and Northern Development Vote 75— 

National Battlefields Commission................... 439 ,000 139, 000 oa 
Manpower and Immigration Vote 25—Appeal Board.... 1,000,000 265 , 000 rH 
Binsnce Vote 25-— Larili, BOSId, wre ghets com Asie mice hie oe 398 , 000 104, 000 26 
Transport Vote 55—Canadian Transport Commission— 

Ooeratingteary:. chs eee | Lee ee Pet Ls Bates 9,659 , 000 2,373,000 25 


16. The following summary compares expenditure for the fiscal year 1970-71 


with that of the previous year: 


PA PTICUIUITO. oe) aby rite ee Rpg aioe $ 
Communications and Post Office 
Consumer and Corporate Affairs. 
Energy, Mines and Resources. . . 
External affairs 343 aysciten os < : 
PRINCe eee ree ts tice ose es 
Fisheries and Forestry......... 


Increase 

(Decrease) 
1970-71 1969-70 Amount % 
277,006,000 $ 382,256,000 $ (105,250,000) (27.5) 
382 , 493 , 000 353 , 944 , 000 28 , 549,000 8.1 
20,219,000 16,697 , 000 3,522,000 21.1 
199 , 747,000 195,739,000 4,008 , 000 2.0 
281,585 , 000 242 , 226 , 000 39,359,000 16.2 
3,139,544, 000 2 , 844,934,000 294,610,000 10.4 
79,831,000 76, 867 , 000 2,964,000 3.9 
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Increase 
(Decrease) 
1970-71 1969-70 Amount % 
Governor General and Lieuten- 
Snt-Governoriat. 5... scot: $ 1,153,000 1,124,000 29 , 000 2.6 
Indian Affairs and Northern 
GVElOMMENG 6 5 bn chi ant 355 , 306 , 000 305 , 912,000 49,394,000 16.1 
Industry, Trade and Commerce. 250,569 , 000 296 , 130,000 (45,561,000) (15.4) 
JUSTICE hate: aerials 53 22,734,000 19,662,000 3,072,000 15.6 
LADOUT 5 pte eat nee 191,529,000 155,519,000 36,010,000 23.2 
Manpower and Immigration.... 570,750,000 439,511,000 131,289,000 29.9 
National Defence............. 1,817,876 ,000 1,788 , 428 , 000 29 , 448 , 000 1.6 
National Health and Welfare. . 2,339 , 603 , 000 1,956,724, 000 382,879,000 19.6 
National Revenue............. 158 , 834,000 144, 583, 000 14,251,000 9.9 
PSENGMEMGEr ee aes abs 6 Rte 27 , 236,000 22 ,989 , 000 4,247,000 18.5 
PrIV COUNCIL. wok 5 chen ee teh 60,042,000 55,187,000 4,855,000 8.8 
BUDUCHWOLKS.o cae ans hae 330, 658 , 000 286 , 773 , 000 43,885,000 15.3 
Regional Economic Expansion. . 326 , 231,000 236 , 061,000 90,170,000 38.2 
Secretary of States... osc. as 707 , 940,000 553, 156, 000 154,784,000 28.0 
Solicitor General. ............. 222,789 , 000 184,084,000 38,705,000 21.0 
Supply and Services........... 74,647,000 82 , 292,000 (7,645,000) (9.3) 
Transport . he Wines yk ace Oe fe obs 470,427,000 467 , 343,000 3,084,000 at 
Treasury, Board to. 3acciyl eo cs 463 , 433 , 000 391,095 , 000 72,338,000 18.5 
Veterans ANairss.4. fodnses oss 409 ,961 , 000 422,359 ,000 (12,398,000) (2.9) 


$ 13,182,143,000 $ 11,921,595,000  $1,260,548,000 10.6 


Note: Appropriation Act No. 3, 1970, 1969-70, c.46, authorized the Departments of Agriculture, 
Indian Affairs and Northern Development, Insurance, National Defence, and National Health and 
Welfare to credit certain revenue to their votes instead of recording it as non-tax revenue. For purposes 
of comparison, the expenditure figures for the previous year have been adjusted by the removal there- 
from of expenditure totalling $9,694,000. 


In the following paragraphs attention is drawn to significant increases or 
decreases in expenditure charged to individual appropriations or groups of 
appropriations. 


17. Agriculture. There was no counterpart in the year to the 1969-70 provision of 
$100 million to establish a reserve for wheat acreage reduction payments. Other 
decreases were $9.9 million (7.3%) in the operating loss of the Agricultural Stabiliza- 
tion Board and $1.2 million (46%) in payments of quality premiums on high grade 
hog and lamb carcasses. Administration expenditure increased by $2.4 million (27%). 


The Department’s expenditure for 1970-71 does not include retroactive salary 
adjustments of $981,000 paid during the year and charged to the reserve for salary 
revisions. ) 


18. Communications and Post Office. A net increase of $468,000 (3.5%) in 
departmental expenditure, exclusive of the Post Office, was largely due to an 
increase of $2.2 million (14%) in operating expenditure offset by an increase of $1.7 
million (25%) in revenue credited to the vote. 
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The departmental expenditure for 1970-71 does not include retroactive salary 
adjustments of $163,000 paid during the year and charged to the reserve for salary 
revislons. 


The net expenditure of the Post Office increased by $28 million (8.2%), from 
$340 million to $368 million. This increase was more than accounted for by an 
increase of $30 million in salaries and allowances. 


The Post Office expenditure for 1970-71 does not include retroactive salary 
adjustments of $9.7 million paid during the year and charged to the reserve for 
salary revisions. 


19. Consumer and Corporate Affairs. The increase of $3.5 million (21%) in 
expenditure included increases of $556,000 (44%) in administration and $850,000 
(18%) in the Consumer Affairs Program while the expenses of the Prices and 


Incomes Commission, reflecting a full year’s operations, increased to $2.1 million 
from $600,000 in 1969-70. 


20. Energy, Mines and Resources. The expenditure of the Atomic Energy 
Control Board increased by $1.8 million (31%), the National Energy Board by 
$454,000 (23%), and the Water Resources Program by $4.5 million (9.7%), while the 
expenditure of the Dominion Coal Board decreased by $2.7 million (81%). 


The Department’s expenditure for 1970-71 does not include retroactive salary 
adjustments of $460,000 paid during the year and charged to the reserve for salary 
revisions. 


21. External Affairs. The expenditure of the Canadian International Develop- 
ment Agency increased by $41 million (24%) due to increases of $26 million (84%) in 
the International Food Aid Program, $7.6 million (13%) in International Develop- 
ment Assistance, $2.3 million (40%) in the cost of administration, $2.1 million (83%) 
in contributions to non-governmental organizations for approved development 
assistance projects, $1.7 million (113%) for International Emergency Relief, and $1.4 
million to the International Development Research Centre for which there was no 
corresponding item in 1969-70. 


The Department’s expenditure for 1970-71 does not include retroactive salary 
adjustments of $125,000 paid during the year and charged to the reserve for salary 
revisions. 


22. Finance. There was an increase of $128 million (9.9%) in interest on 
outstanding bonds and treasury bills, offset in part by a decrease of $22 million (7%) 
in the charge to the Department of Finance for interest on the superannuation 
accounts because of a distribution for the first time of a portion of the public debt 
charges as expenditure of other departments. Subsidies and other payments to the 
provinces increased $297 million (32%), disbursements under the Canada Student 
Loans Act, R.S., c. S-17, by $9 million (75%) and administration costs by $1.1 million 
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(24%). The write-off in 1969-70 of $123 million loaned to the Canadian Corporation 
for the 1967 World Exhibition had no counterpart in 1970-71. 


23. Indian Affairs and Northern Development. An increase of $24 million (12%) in 
the cost of the Indian and Eskimo Affairs Program comprised increases of $16 
million (9.8%) in operating expenditure and $8 million (18%) in capital expenditure. 
An increase of $23 million (40%) in the cost of the Northern Development Program 
included $8 million (44%) in operating expenditure and $13 million (53%) in grants, 
contributions and fiscal transfer payments to the Yukon Territory and the North- 
west Territories. 


The Department’s expenditure for 1970-71 does not include retroactive salary 
adjustments of $1.2 million paid during the year and charged to the reserve for 
salary revisions. 


24. Industry, Trade and Commerce. A decrease of $66 million (55%) in the cost of 
the Grains Program was partly offset by increases of $15 million (11%) in expendi- 
ture under the Trade-Industrial Program and $6.6 million (21%) in operating 
expense of Statistics Canada. The decrease in the cost of the Grains Program 
comprised $44 million (55%) in respect of the carrying costs of temporary wheat 
reserves and $22 million (54%) in payments to the Canadian Wheat Board. In the 
Trade-Industrial Program there were increases of $6.5 million (9.4%) in expenditure 
to advance the technological capabilities of Canadian industry and $7.1 million 
(831%) in general incentives to industry for the expansion of scientific research and 
development in Canada. There was a decrease of $1.2 million (28%) in the costs of 
Canada’s participation in world exhibitions. 


25. Justice. The Department’s operating expenditure increased by $2.4 million 
(85%) due mainly to additional salary costs. 


26. Labour. The increase in expenditure was due mainly to the payment of 
supplementary benefits to persons insured under the Unemployment Insurance Act, 
R.S., c. U-2, amounting to $26 million which had no counterpart in 1969-70. Other 
increases included $8.3 million (18%) in administrative costs of the Unemployment 
Insurance Commission and $743,000 (22%) in compensation for injury and other 
claims by public service employees. 


27. Manpower and Immigration. Expansion of the training program under the 
Adult Occupational Training Act, R.S., c. A-2, resulted in increases of $20 million 
(17%) in the cost of training and $25 million (19%) in training allowances. Capital 
assistance for provision of training facilities increased $82 million (93%) due to new 
arrangements providing for payment to the provinces of assistance prior to the 
actual construction of occupational training facilities. Other increases included $1.4 
million (23%) in manpower mobility payments and $169,000 (30%) in the expendi- 
ture of the Immigration Appeal Board. 
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The Department’s expenditure for 1970-71 does not include retroactive salary 
adjustments of $177,000 paid during the year and charged to the reserve for salary 
revisions. 


28. National Defence. The net increase in expenditure of $29 million (1.6%) 
included $46 million in interest payments to the Canadian Forces Superannuation 
Account and $3.6 million in the Government’s contribution to the Supplementary 
Retirement Benefits Account which had no counterparts in 1969-70, and $5 million 
(7.3%) in the Government’s contribution to the Canadian Forces Superannuation 
Account. Offsetting these were decreases in expenditure for Defence Services of $22.8 
million (10.8%) in construction or acquisition of buildings, works, land and major 
equipment and $5.7 million (42.9%) in development. 


The Department’s expenditure of $1,818 million does not include $782,000 
expended from the Department’s Surplus Crown Assets Account established by Vote 
48, Appropriation Act No. 2, 1966, 1966-67, c.3, into which is paid revenue received 
from the sale of surplus buildings, works, land, material, supplies and equipment; or 
retroactive salary adjustments of $6 million paid during the year which were 
charged to the reserve for salary revisions. 


29. National Health and Welfare. The increase in expenditure comprised $380 
million (20%) in departmental expenditure and $3 million (9.9%) in the amount 
expended by the Medical Research Council on scholarships and research grants. 
Departmental administration expense increased $1.4 million (24%). Payments under 
the Health Insurance and Resources Program were up $272 million (29%) mainly 
due to increased contributions to the provinces of $220 million (121%) pursuant to 
the Medical Care Act, R.S., c. M-8, and $98 million (15%) pursuant to the Hospital 
Insurance and Diagnostic Services Act, R.S., c. H-8, offset by decreases in payments 
of general health grants of $5.8 million (27%) and of hospital construction grants 
which were terminated, final payments of $44 million having been made in 1969-70. 
Expenditure for the Food and Drug Services Program increased by $3.4 million 
(28%) and for the Welfare Services Program by $98 million (11%), primarily due to 
increases of $97 million (83%) in payments to the provinces under the Canada 
Assistance Plan, R.S., c. C-1, and $2.3 million (23%) in operating expenditure, offset 
by decreases of $1.9 million (28%) in payments of old age assistance, and blind and 
disabled persons allowances. 


The Department’s expenditure for 1970-71 does not include retroactive salary 
adjustments of $906,000 paid during the year.and charged to the reserve for salary 
revisions. 


30. Parliament. Expenditure increased $4.2 million (18%) due mainly to the 
increase of $1.3 million (22%) in salaries and expenses of the Members of the House 
of Commons and $2.1 million (19%) in the cost of administration. Expenditure of 
the Senate increased $550,000 (12%). 
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31. Privy Council. Expenditure of Central Mortgage and Housing Corporation 
increased by $3.4 million (8%) and of the Chief Electoral Officer by $878,000, from 
$341,000 in 1969-70 to $1.2 million in 1970-71. 


32. Public Works. The increase of $44 million (15%) included $27 million (14%) 
in the cost of the Accommodation Program, $13 million (48%) in Trans-Canada 
Highway costs under the Transportation and Other Engineering Program, and $3.4 
million (11%) in the Marine Program. 


The Department’s expenditure for 1970-71 does not include retroactive salary 
adjustments of $2.1 million paid during the year and charged to the reserve for 
salary revisions. 


33. Regional Economic Expansion. Increases in expenditure included $90 million 
(62%) in contributions to the provinces for economic expansion and social adjust- 
ment, $3.8 million (21%) in the Department’s operating expenditure, $4.6 million 
(14%) 1n payments to the Cape Breton Development Corporation, and $4.4 million 
(18%) in payments to the National Capital Commission. There was a decrease of $4 
million (47%) in the Department’s capital expenditure and there was no counterpart 
in 1970-71 for the $8.1 million payment in 1969-70 of Canada’s share of trunk 
highway costs. 


The Department’s expenditure for 1970-71 does not include retroactive salary 
adjustments of $370,000 paid during the year and charged to the reserve for salary 
revisions. 


34. Secretary of State. Payments to the provinces for post-secondary education 
increased by $87 million (29%) while expenditure on the Bilingualism Development 
Program rose to $53 million from $1.7 million in 1969-70. Other increases were $3.1 
million (63%) in expenditure on citizenship programs, $2.3 million (37%) in the cost 
of the Translation Bureau, and $1.2 million (52%) and $546,000 (27%) in administra- 
tion expenditures of the Public Archives and the National Library. Expenditure of 
the Arts and Cultural Support Program was $6.8 million compared with $800,000 in 
1969-70 and payments to the Canadian Film Development Corporation were 
$998 000 compared with $430,000 in 1969-70. 


The Department’s expenditure for 1970-71 does not include retroactive salary 
adjustments of $292,000 paid during the year and charged to the reserve for salary 
revisions. 


35. Solicitor General. The expenditure of the Royal Canadian Mounted Police 
increased by $33 million (29%), including $19 million (20%) for pay increases and 
normal growth of the Force; $6 million (87%) for capital expenditure, mainly for 
buildings at Headquarters; and $7 million (28%) for pension costs which included 
$2.3 million in interest payments to the Royal Canadian Mounted Police Superan- 
nuation Account that had no counterpart in 1969-70. Administration costs of the 
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Department increased by $527,000 (64%) and operating expenditure of the National 
Parole Board by $1.7 million (59%). 


The Department’s expenditure for 1970-71 does not include retroactive salary 
adjustments of $484,000 paid during the year and charged to the reserve for salary 
revisions. 


36. Supply and Services. The decrease in expenditure was largely due to there 
being no counterpart in 1970-71 for reimbursement of losses amounting to $5.7 
million in the value of strategic material inventories in 1969-70. Increases in 
expenditure included $1.5 million (28%) in the program expenditure of Information 
Canada, and $1.2 million in the operating loss of Canadian Arsenals Limited. 


37. Transport. Increases in expenditure included $14 million (13%) in adminis- 
tration, operation and maintenance of Air Services, $7.4 million (11%) in operating 
costs of the Marine Services Program, $5 million (20%) in the deficit arising from the 
operations of the national railway system, and $4 million (13%) in the Railways and 
Steamships Program. Decreases in expenditure included $12 million (41%) in Marine 
Services for construction or acquisition of buildings, works, land and equipment, and 
$6.1 million (71%) in expenditure of the National Harbours Board, due largely to a 
decrease 1n capital expenditure. Expenditure of the Canadian Transport Commis- 
sion decreased by $11 million (8.4%) due primarily to a decrease of $14 million (18%) 
in payments to railways and transportation companies, under provisions of the 
National Transportation Act, R.S., c. N-17, and $1.6 million (85%) in payments 
under provisions of the Atlantic Region Freight Assistance Act, R.S., c. A-18, offset 
by increases of $5 million (83%) in payments to the Railway Grade Crossing Fund 
and $1.4 million (24%) in the Commission’s operating expenditure. 


The operations of the Montreal and Toronto International Airports have been 
recorded in an Airports Revolving Fund since April 1, 1969 and are therefore not 
reflected in departmental expenditure. 


The Department’s expenditure for 1970-71 does not include retroactive salary 
adjustments of $2.2 million paid during the year and charged to the reserve for 
salary revisions. . 


38. Treasury Board. The increase in expenditure of $72 million (18%) was due to 
increases of $64 million (31%) in contributions to the Public Service Superannuation 
Account, which included $49 million in interest payments that had no counterpart in 
1969-70, $6 million (11%) in the amount credited to the reserve for salary revisions, 
and $1 million (20%) in the cost of administration. 


The Department’s expenditure for 1970-71 does not include retroactive salary 
adjustments of $958,000 paid during the year and charged to the reserve for salary 
revisions. 
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39. Veterans Affairs. There was a net decrease of $12 million (2.9%) in expendi- 
ture. The reduction was mainly due to decreases of $5.7 million (2.6%) in pensions 
for disability and death, $4.3 million (37%) in hospital construction and improve- 
ments, $3.1 million (8.4%) in war veterans allowances and $1.4 million (2.3%) in 
operation and maintenance of treatment services, offset in part by a $2.6 million 
(56%) increase in departmental administration, most of which resulted from the 
transfer of accounting staff from the Department of Supply and Services. 


The Department’s expenditure for 1970-71 does not include retroactive salary 
adjustments of $3 million paid during the year and charged to the reserve for salary 
revisions. 


40. Commissions under Part I of the Inquiries Act, R.S., c. I-13. The expenditure 
of these Commissions during 1970-71 and their cumulative expenditure from the 
respective dates of establishment to March 31, 1971 were: 


Number of 
employees at 
Date of March 381, Expenditure Cumulative 
establishment 1971 during year expenditure 
Royal Commission on: 
Bilotaie siebs. « deereies Bh cars nye sch: Nov. 1, 1962 8 $ 143,000 $ 1,471,000 
Bilingualism and Biculturalism.. July 19, 1963 9 269 , 000 8,998,000 
Tari Wigdenimery. west cs seks oe May 26, 1966 6 157,000 1,545,000 
The Status of Women in Canada Feb. 16, 1967 3 274,000 1,934,000 
Indian Claims Commission....... Dec. 19, 1969 2 86 , 000 99 , 000 
28 929 ,000 14,047 ,000 
The Commission of Inquiry into the 
Non-Medical Use of Drugs..... May 29, 1969 57 931,000 1,392,000 
Prices and Incomes Commission... June 19, 1969 111 2,069 , 000° 2,638 , 000 
Commission of Inquiry into the 
Pollution of Canadian Waters by 
oil escaping from the steam tan- 
Kenta sow etic. AAOR Ee te Mar. 12, 1970 2 138 , 000 138 ,000 


198 $ 4,067,000 $ 18,215,000 


The expenditure of the first five of these Commissions was charged to Privy 
Council Vote 1 while the expenditure of The Commission of Inquiry into the 
Non-Medical Use of Drugs was charged to National Health and Welfare Vote 1, that 
of the Prices and Incomes Commission to Consumer and Corporate Affairs Vote 25, 
and that of the Commission of Inquiry into the Pollution of Canadian Waters by oil 
escaping from the steam tanker Arrow to Transport Vote 5. 


Revenue 


41. The Summary of Revenue by Main Classification and Departments for the 
fiscal year ended March 31, 1971, prepared by the Receiver General for inclusion in 
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the Public Accounts and certified by the Auditor General, is reproduced as Exhibit 4 
to this Report. The Summary shows tax revenue accounting for $11,346 million of 
the total revenue of $12,803 million. This total revenue figure does not include 
revenue of $289 million which was credited directly to parliamentary appropriations 
under authority of certain Appropriation Acts or postal revenue of $55 million which 
was used to meet certain postal expenses under authority of the Post Office Act, 


Wis. Col) 4. 


42. The following table summarizes the revenue shown in the Summary, by 
principal sources, for the past three years: 


1970-71 1969-70 1968-69 


Tax revenue— 


Perewns) 10COMC GAX od oo caiog pe oes $ 4,696,482,000 $ 4,085,121,000 §$ 3,356,431,000 


Corporation income tax............. 


Income tax on dividends, interest, etc., 


2,218, 528,000 


2,611,961, 000 


2,030,040, 000 


compabroatd se. 2. 8 bce. OO 258 , 151, 000 248,511,000 205 , 566 , 000 
Social development tax............. 566, 250,000 476 , 500, 000 63 , 000, 000 
SE OS ae 8 ee ee ee ee 1,707 ,501,000 1,716,899, 000 1,569 , 841,000 
Excise taxes (other than sales tax).... 403 , 223 ,000 378 , 424 , 000 377 , 865 , 000 
Customs import duties...) ....6...: 814,544,000 818, 283 ,000 761,681,000 
BRP LU ACS Soe esa adel § WN degen 561,038 , 000. 518,844,000 509 , 288 , 000 
UAL Miles ease icle n east beso alec 119,835,000 100,631,000 112,377,000 
Otherdaxreventle, 67.0.0 .9.. 0). 315,000 251,000 250,000 


Non-tax revenue— 


11,345,867 ,000 


10,955 , 425 ,000 


8 , 986 , 339 ,000 


Return on investments.............. 1,000, 153,000 860 , 032 , 000 695 , 099 , 000 
IND DOstal TEVCNUG cx. sour oss 337,571,000 354,753 , 000 288 , 441 , 000 
Other non-tax revenue.............. 119,460,000 143 ,941, 000 183 , 168 , 000 


1,457 , 184,000 


$ 12,803,051,000 


1,358,726 ,000 


$ 12,314, 151,000 


1,166,708 ,000 


$ 10,153,047 ,000 


Norte: Appropriation Act No. 3, 1970, 1969-70, c.46, authorized the Departments of Agriculture, 
Indian Affairs and Northern Development, Insurance, National Defence, and National Health and 
Welfare to credit additional revenue to their votes instead of recording it as non-tax revenue. For 
purposes of comparison, the non-tax revenue figures for the previous years have been adjusted by the 
removal therefrom of revenues totalling $9,694,000 in 1969-70 and $9,796,000 in 1968-69. 


43. The amounts shown for income taxes and sales tax do not include collec- 
tions of taxes levied under the Old Age Security Act, R.S., c. 0-6. These taxes which 
amounted to $1,914 million ($1,132 million on personal income, $208 million on 
corporation income, and $574 million on sales) were credited to the Old Age Security 


Fund. 
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44. Excise taxes (other than sales tax). The following is a summary of collections 
during the year ended March 31, 1971, with comparable amounts for the two 


previous years: 


1970-71 1969-70 1968-69 
CIPALTEUCES 5 ee eee eee ee ee CON ee re $ 295,976,000 $ 272,949,000 $ 281,906,000 
sLeleyisionisets: and: tubés (ete th ee fee Fa eas 24,414,000 25,137,000 19,976,000 
Toilet-articles and preparations... ........5....- 21,4380, 000 19,755 , 000 18,552,000 
NIANUFSCAIPER) COUDRCOO N,v h ep leceae he le sawn aele 18,411,000 18,110,000 17,560,000 
Phonographis, ragios and Wubes. keds 14,142,000 15,627,000 15,370,000 
Jewellery, clocks, watches, chinaware, etc......... 10,190, 000 10,394, 000 9,462,000 
VEER bles ae gS, sieat st eit in eee ane ty ik cr vse a elt OMe cieortem ts 8,064, 000 6,991,000 5,860, 000 
OGRA S eect Ne ye fie a ae ere FRE elec aad Ps RAR aD IRR OUR 5, 026,000 4,786 , 000 4,711,000 
SVULTNELE Vavptacastclat ey fe Nate e iouu'y Oahu ac Me cate at, A nye Neue 7,196,000 5, 830,000 5,201,000 
Retinds and ara wb0aeks:.) si. crusts sire ah tes See —1,626,000 —1,155,000 — 733 , 000 


$ 403,223,000 $ 378,424,000 $ 377,865,000 


45. Excise duties. A listing of excise duties collected during the year ended 
March 31, 1971, in comparison with corresponding amounts for the two previous 
years, is given in the following table: 


1970-71 1969-70 1968-69 
PEECS toes Me Ne cere oe aftaaid swe eie ater teeters $ 209,361,000 $ 194,733,000 $ 185,368,000 
OI ATOULOS <x. atin Eee OTE le eke ew bo 204, 168 , 000 185 , 966 , 000 188 , 702 , 000 
ESGOR ya Pata Min, 2. SRY eas CL co aie nie 149, 153, 000 139 , 353 , 000 134,970,000 
Ge ee ONE vey i D 8,042,000 7,906,000 7,977,000 
Retindstand Grawbpacks car nece. «lak. «Seno —9,686 , 000 —9,114,000 —7,729,000 


$ 561,038,000 $ 518,844,000 $ 509,288,000 


46. Return on investments. The following is a listing of the revenue from the 
various loans and investments in 1970-71, along with the comparable figures for the 


two previous years: 


Central Mortgage and Housing Corporation. . .$ 
Paiiol Canale sera c ot be ne eaten ee onarrm aretha e 
Exchange Fund Aecounts-7025 oP. twee. 2.0 MP. 
Barc reddit. Corporatio linswawedvecateipne < ¢duonone 
Canadian National Railways. ..........00.... 
Deposits with chartered banks............... 
Loans to national governments............... 
Vetersns land “Achileans $+ RueTren, £), Pave 
Municipal Development and Loan Act........ 
Export Development Corporation. ........... 
The St. Lawrence Seaway Authority.......... 
Loans pursuant to the Atlantic Provinces Power 
Development Act, #.S., c. A-17..0........; 
Canadian Broadcasting Corporation.......... 
Canadian Dairy Commission. co ¢o-s0.6 calee sas 
National Harbours Board). .-ot.4yat A’ kee 
National Capital Commission................ 
International Monetary Fund................ 
Province of Quebec—Quebec’s share re guaran- 
tee 1967 World Exhibition loan............ 


1970-71 


265, 959, 000 
250, 293,000 
175,485, 000 


66 , 967, 000 
58,431,000 
25,155,000 
24 , 272,000 
21,969, 000 
14,585,000 
13,893,000 
12,856,000 


8,935,000 
7,435,000 
5,620,000 
4,171,000 
3,369, 000 
3,179,000 


2,559, 000 


1969-70 


$ 228,660, 000 
228 735,000 
105,073,000 


59,988, 000 
50,706, 000 
51,016,000 
24,742,000 
18,959,000 
14,627,000 
6, 402, 000 
10,327,000 


5,728,000 
6,068, 000 
4,223,000 
4,624,000 
3,449, 000 

203, 000 


3,298 , 000 


1968-69 


$ 199,070,000 
186 , 155, 000 


84,510,000 
50,530,000 
35,858, 000 
20, 084, 000 
6, 356, 000 
16,071,000 
14,193,000 
11,311,000 
13,259,000 


3,062,000 
4,762, 000 
2,197,000 
2,146, 000 
3,831,000 
3,013,000 


1,911,000 
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1970-71 1969-70 1968-69 
Pris ATS UE pk yes RS eet Oe eS 2,483,000 $ 1,689,000 §$ 1,204,000 
Northern Canada Power Commission......... 2,430,000 1,578,000 1,466,000 
Special United States of America securities— 

Wolmmbiapiviver treaty: oes 2 el Poe 2,392,000 3,834,000 5,209,000 
Canadian Overseas Telecommunication Corpor- 

BAG eee ete tad ois Ena eas ee Gat akc 2,277,000 2,458 , 000 2,620,000 
Airports capital loan appropriations.......... 2,158,000 _ —— 
Polymer Corporation Limited................ 2,000, 000 6, 250, 000 3,150,000 
Sinking fund and other investments held for 

retirement of unmatured debt.............. 1,967 , 000 640 , 000 913,000 
Atomic Energy of Canada Limited........... 1,615,000 1,306,000 844, 000 
Government of the Northwest Territories...... 1,369,000 1,020,000 729 ,000 
Government of the Yukon Territory.......... 1,341,000 892,000 602 , 000 
Defence Production Revolving Fund......... 1,340,000 856 , 000 715,000 
Canada Deposit Insurance Corporation....... 1,144,000 804,000 1,008 , 000 
Northern Transportation Company Limited... 1,026,000 529 ,000 — 


Other loans and investments................. 11,478,000 11,348,000 18,320,000 


$ 1,000,153,000 $ 860,032,000 $ 695,099,000 


Revenue from Central Mortgage and Housing Corporation for 1970-71 com- 
prised $257,039,000 ($218,930,000 in 1969-70) interest on advances under the National 
Housing Act, R.S., c. N-10, and $8,920,000 ($9,730,000 in 1969-70) profit for the year 
ended December 31, 1970 which was transferred to the Receiver General as required 
by section 30 of the Central Mortgage and Housing Corporation Act, R.S., c. C-16. 

The amount shown as revenue from the Bank of Canada represents the profit 
for 1970 which was paid to the Receiver General as required by section 23 of the 
Dankor Canada Act. HS) Cc. p22. 


Revenue from the Exchange Fund Account comprised earnings of $174,797 ,000 
on investments and net profit of $688,000 from trading operations in foreign 
exchange, gold and securities, paid into the Consolidated Revenue Fund in accord- 
ance with the requirements of section 16 of the Currency and Exchange Act, R.S., c. 
C-39. 

Interest is earned on amounts exceeding an aggregate of $100 million on deposit 
with chartered banks. The interest is calculated weekly on the lowest daily balance 
within the week at the weekly average accepted treasury bill tender rate for the 
three months treasury bills, less 10%. 


Revenue from loans to national governments included receipts from the United 
Kingdom of $3,462,000 covering current interest on deferred principal and interest, 
and $17,300,000 covering current interest on the unmatured portion of the loan. 


Reveuue from the Export Development Corporation in 1970-71 represented 
interest received on long-term loans made to the Corporation under section 138 of the 
Export Development Act, R.S., c. E-18, to enable it to make loans to foreign 
customers. In prior years the revenue comprised interest received on individual loans 
to foreign customers. The change in financing arrangements resulted in interest, 
which under the previous arrangements would have been recorded in 1969-70, being 
carried over to 1970-71. 
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Revenue from The St. Lawrence Seaway Authority comprised $11,708,000 
received on account of deferred interest and $1,148,000 on account of current 
interest. 


Revenue from the Canadian Dairy Commission represents interest on loans 
made to the Commission by the Minister of Finance under the authority of section 
16 of the Canadian Dairy Commission Act, R.S., c. C-7. 


Revenue of $3,179,000 from the International Monetary Fund is Canada’s share 
of the portion of the net income of the Fund for the fiscal year ended April 30, 1970 
which was distributed pursuant to Article XII section 6(b) of its Articles of 
Agreement. 


The revenue of $2,559,000 from the Province of Quebec represents interest on 
notes held by Canada with respect to the Province’s share of the deficit of the 
Canadian Corporation for the 1967 World Exhibition. 


Revenue from loans to industry consists mainly of interest on loans to manufac- 
turers of automotive products in Canada affected by the Canada-United States 
Agreement on Automotive Products. 


Revenue of $2,392,000 from special United States of America securities repre- 
sents interest for the year ended November 1, 1970 at 4 1/4% on holdings of $58 
million. 

Revenue from airports capital loan appropriations represents interest on capital 
expenditures at Montreal and Toronto International Airports commencing in 1969- 
70 which is charged as an expense to the Airports Revolving Fund. 


Revenue from Polymer Corporation Limited represents dividends received from 
the Corporation. 


47. Net postal revenue. The following table shows the gross postal revenue, 
disbursements therefrom, and the resulting net postal revenue for the year ended 
March 31, 1971, with comparable figures for the two previous years: 


1970-71 1969-70 1968-69 
(POSS, DOStAIC VEN UC cc. 2 nites ac4 lots coe aes nee re $ 418,179,000 $ 430,378,000 $ 363,339,000 
Less: Revenue from financial and miscellaneous 
services credited to Communications and 


Peet Ome Vote LO. ee eae Ame ot ate ee 25,502 , 000 23,3938 , 000 22,184,000 


392,677 , 000 406 , 985, 000 341, 155,000 
Disbursements—Remuneration of postmasters and 


staffs at certain classes of small post offices. .... 49 , 342,000 46,340,000 47,168,000 
GAN?) WOME foie ce Senn nies, HRM EIR Nur pee 5,764, 000 5,892,000 5,546, 000 
. 56, 106 ,000 52,232,000 52,714,000 

Net postalurenenug ace. cnt. 42-bit ek oo $ 337,571,000 $ 354,753,000 §$ 288,441,000 


Norte: In 1970-71 and 1969-70 revenue of $25,502,000 and $23,393,000 from financial and miscel- 
laneous services was credited to the Post Office appropriation, as authorized in the appropriation. For 
purposes of comparison the corresponding amount is shown as a deduction from gross postal revenue 
for 1968-69. 
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The amounts shown for “Other” disbursements comprise delivery charges on 
parcels mailed in Canada to foreign countries and transit charges on Canadian mail 
forwarded through foreign countries, compensation paid to messengers for special 
delivery of letters and parcels, losses by fire, theft, forgery, etc., and indemnities 
paid in respect of lost or damaged parcels and registered articles. 


48. Other non-tax revenue. An analysis of the amounts shown for ‘Other non-tax 
revenue’ for the past three years follows: 


1970-71 1969-70 1968-69 
Services and service fees.......................6 17,065,000 $ 18,104,000 $ 20,494,000 
POCeCUSU LOM SAIESy rok EM Dokl hale eae. Yeats are de 14,016,000 16,366,000 16,739 ,000 
Privileges, licences and permits.................. 26 , 294, 000 24,510,000 28 , 133,000 
Refunds of previous years’ expenditure........... 23 , 045 , 000 29 , 447, 000 23,665 , 000 
Peruana commegells, (MC i iehy, oy SER LL Lo 19 , 946, 000 19,940, 000 74,764,000 
DVLESEC US RPOUS aerate Re honest ihe ahine ue wise neds eile: id AP Ry 19,094,000 35,574,000 19,373 , 000 


$ 119,460,000 $ 143,941,000 $ 183,168,000 


Nore: In 1970-71 and 1969-70 revenue from Medical Services provided by the Department of 
National Health and Welfare was credited to the related appropriation as authorized in those appropria- 
tions. In 1970-71, Appropriation Act No. 3, 1970, 1969-70, c.46, authorized the Departments of Agricul- 
ture, Indian Affairs and Northern Development, Insurance, National Defence, and National Health and 
Welfare to credit additional revenue to appropriations instead of recording it as non-tax revenue. For 
purposes of comparison the corresponding revenues have been deleted from the amounts for the previous 
years. 
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Comments on Expenditure and Revenue Transactions 


49. Reference has already been made to the statutory responsibility of the 
Auditor General, under section 61 of the Financial Administration Act, to call 
attention to specific classes of transactions observed during his examinations and to 
any other case that he considers should be brought to the notice of the House of 
Commons. 


Pursuant to this direction, the following matters relating to the expenditure and 
revenue transactions examined during the year are brought to the attention of the 
House in this Report. Several matters of a similar nature relative to Crown 
corporations are also included. A nuinber involve non-productive payments, the 
details of which are given at the request of the Public Accounts Committee. Some of 


these had their origin in prior years although in most cases payments were made in 
1970-71. 


50.Weakening of parliamentary control. Reference was made in paragraph 47 of 
our 1970 Report to the inclusion in the 1969-70 Estimates of amounts which were not 
required to meet expenditure coming in course of payment during that year. 
Nevertheless they were recorded as expenditure of the year under the authority of 
special wording in the several vote texts in the Appropriation Acts. These amounts, 
totalling $172,685,000, formed part of certain balances totalling $296,663,000 at 
March 31, 1970 which were available without further reference to Parliament to meet 
obligations coming in course of payment subsequent to that date. We pointed out 
that one of the most important controls exercised by Parliament over public 
expenditure was provided by section 20 of the Financial Administration Act which 
directs that: 


All estimates of expenditures submitted to Parliament shall be for the services coming in 
course of payment during the fiscal year. 


We gave some of the background to this requirement showing that when it was first 
introduced in 1863 in England it was hailed as practically guaranteeing the control 
of public expenditure by Parliament. 


Included in the Estimates for 1970-71 are the following amounts which were not 
required during the year but which, because of special wording in the vote texts in 
the Appropriation Acts, were recorded as expenditure but retained for spending in 
subsequent years: : 


Secretary of State Vote 50—Canadian Broadcasting Corporation..................... $ 61,000 
Transport Vote 75—National Harbours Board—Special Account..................... 452 ,000 
Treasury Board Vote 5—Reserve for salary revisions 1970-71....................0005 65 ,038 , 000 


$ 65,551,000 
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The amount of $61,000 shown for the Canadian Broadcasting Corporation is the 
portion of Secretary of State Vote 50 which was paid to the Corporation, although it 
was not required to meet the 1970-71 operating expenditure of the broadcasting 
service. Prior to 1969-70 such excess amounts in the appropriations lapsed. An 
amount of $11,993,000 paid to the Corporation in 1969-70 was similarly not required 
to meet operating expenditure of that year and was used in 1970-71 to finance in 
part capital expenditure of $30,335,000, the balance being financed from working 
capital and loans. Secretary of State Vote-L55 authorized loans of $25,323,000 to the 
Corporation for capital purposes but none of this was borrowed and the entire 
amount is available to the Corporation for use in future years. 


The amount of $452,000 shown for the National Harbours Board—Special 
Account 1s the unspent balance of the $1,200,000 provided by Transport Vote 75 for 
the construction of retaining walls along the banks of the St. Charles River between 
the proposed dam at the mouth of the River and Scott Bridge at Quebec Harbour. 
The work 1s being carried out by the Department of Public Works and the only 
involvement of the National Harbours Board appears to be in the reimbursement of 
claims submitted by that Department. The dam at the mouth of the St. Charles 
River was under construction by the Department of Public Works in the period 
1965-66 to 1969-70 with expenditures totalling $2.1 million provided by annual 
appropriations for that Department. 


While the Canadian Broadcasting Corporation and the National Harbours 


Board are separate legal entities, they are nevertheless emanations of the Crown, 
and the placing of such sums at their disposal is a means of circumventing 


Parliament’s instruction that all estimates that are submitted to it shall be for 
services coming in course of payment during the fiscal year. 


The reserve for salary revisions 1s held in a special account in the Consolidated 
Revenue Fund, which is included under the caption ‘‘Undisbursed Balances of 
Appropriations to Special Accounts’? on the year-end Statement of Assets and 
Liabilities of the Government of Canada. 


Other amounts included in the Estimates of the year and in the recorded 
expenditure of the year although not paid out by the entities concerned during the 
year were: 


1. the $3,415,000 by which transfers from appropriations to the National Capital Fund exceeded 
the net expenditure from the Fund during the year. These transfers are made in accordance 
with the provisions of the National Capital Act, R.S., c. N-3; 


2. the $703,000 by which the payment of $1,900,000 to the Company of Young Canadians 
pursuant to Secretary of State Vote 70 exceeded the expenditure of the Company during the 
year; and 


3. the $419,000 by which the payment of $2,625,000 to the National Arts Centre Corporation 
pursuant to Secretary of State Vote 75 exceeded the expenditure of the Corporation during the 
year. 


24 REPORT OF THE AUDITOR GENERAL — 1971 


Had the amounts which were not required in 1970-71 not been recorded as 
expenditure of the year, the deficit for the year would have been $70,088,000 (18%) 
less. 


At March 31, 1971 funds available without further reference to Parliament to 
meet expenditures for services coming in course of payment subsequent to that date, 
which would normally be paid from future years’ appropriations, together with 
comparable amounts at the end of the preceding year, included: 


March 31,1971 March 31, 1970 


ReservectOn Salary TEVISIONIA | Ye Ta semen a creer y ciate etnetert een $ 99,213,000 $ 64,332,000 


international Assistance ACCOUNTE 3 ca vie oc sche ae ea hea. svete 82,599 , 000 84,942,000 
Reserve for wheat inventory reduction payments.................. 42,412,000 100 , 000 , 000 
Department of National Defence: 
purplus;Crowm Assets Account..¢5 oi fait Jeti: lao, Ae, 22,991 ,000 10,769 ,000 
Replacement, of materiel aecouinters. acs vee kee eh. ae be 1,530,000 681 ,000 
24,521 ,O00 11,450,000 
Canadian) Dany Commissignt i’. ai xcattss 20 aS bes EEN URS 19,734,000 7,534,000 
INGUO RAE GSO Ia Et) aoe als Bon aD a eR A I Re ie Sie a hte 16,943 ,000 13,528,000 
KRatbway Grade: Crossing ne ee a0 tie ss crate cult hs Bg osana paw xiigd os 3,373,000 a 
Conipalyof Young Oanadianset. 20, Suen eta dein a Pl late 838 , 000 135,000 
Centennial of Confederation und:...02. eee eee 801,000 848 , 000 
National iArts Centre :G orporation 2s ios ckiceo we aus soos oe ee 567 ,000 148 ,000 
National Harbours Board—Special Account....................0. 452 ,000 2,036 , 000 
National Museums of Canada purchase account................... 179,000 27 ,000 
Canadian Broadéasting Corporation: ved. v ih get sp ane-o San aha le alee 61,000 11,993 ,000 


$ 291,693,000 $ 296,973,000 


We reiterate our view that one of the most important controls exercised by 
Parliament over public expenditure is its requirement that all estimates of expendi- 
ture submitted to it shall be for the services coming in course of payment during the 
fiscal year. This control is seriously weakened when funds are credited to special 
accounts to be available for spending in future years. 


531. Government Contingencies Program. In previous Reports (paragraph 48 in 
1970) we have referred to the annual Contingencies Vote provided to the Treasury 
Board to supplement other votes for paylist and other requirements and to provide 
for miscellaneous minor and unforeseen expenses. Authority is also provided to 
re-use any sums allotted from this Vote for non-paylist requirements and repaid 
from other appropriations. By having such a vote available, the Treasury Board 
Secretariat is able to instruct departments to provide in their estimates only for 
known requirements and not to include any cushion against unexpected obligations. 


In recent years the annual provision has been substantial due to widespread 
salary increases in the government service. The following summary shows the 
annual provision in each of the past five years, the extent to which it has been used 
for transfers to other votes that were not recovered from supplementary appropria- 
tions, and the unused balance at the year-end: 
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Transferred to other votes Unused balance 


Transferred to 


Provided Paylists Miscellaneous Lapsed reserve account 
EUDG-OL ve ys mo $ 110,000,000 $ 106,227,000 $ 572,000 $ 3,201,000 $ 
POG ROS 4 whos 45,000,000 22,830,000 11,000,000 11,170,000 
1968-69........ 175,000,000 54, 463 , 000 8,000 120,529,000 
1969-700. .55.0. 100,000, 000 40,746,000 598 , 000 58 , 656 , 000 
I9IOA UA 80,000 , 000 14,956,000 6,000 65 , 038 , 000 


Miscellaneous transfers in 1970-71 amounted to $33,424,000 of which all but 
$6,000 was recovered from supplementary appropriations which included the items 
for which the original transfers were requested. 


Members of the Public Accounts Committee have expressed concern that large 
sums are placed in the hands of the Executive for the supplementing of approp- 
riations of the various departments. In its Thirteenth Report 1966-67 the Committee 
stated that additional amounts required by each department should be made the 
subject of a supplementary estimate prepared by the department concerned for 
submission to Parliament for its consideration and appropriation in the usual 
manner. (See Appendix 1, item 25.) 


Not only has the practice which has concerned the Public Accounts Committee 
been continued, but the purposes of the Contingencies Vote have been extended 
since 1968-69 to establish a reserve from the unused balance of the appropriation at 
each year-end from which payments may be made in respect of salary increases 
relating to previous years for persons employed in the Public Service. Transactions 
in this reserve account since inception may be summarized as follows: 


Payments of 


Transferred salary 
from increases Balance 
Contingencies relating to at 
Vote previous years March 31 
PAIS SERRA Ree et Me I ps SE ois gh $ 120,529,000 $ $ 120,529,000 
AO INES A sR GRE BAERS 5 RAE ODEN POET BGS 58, 656 , 000 114,853,000 64,332,000 
At See es ee a 2 ee eee ae er 65,038 , 000 30, 157,000 99,213,000 


In May 1971 this matter was again considered by the Public Accounts Commit- 
tee during its examination of our 1969 Report. In reply to a subsequent inquiry the 
President of the Treasury Board, in December 1971, informed the Chairman of the 
Public Accounts Committee that 


the use of the Contingencies Vote to finance retroactive salary increases was considered by the 
Treasury Board, and the Board was unable to perceive how this practice, sanctioned by 
Parliament, weakens parliamentary control over expenditures. 


Allotments for salary purposes from the Contingencies Vote do not reflect changes in the 
content or level of activity of the programs to which they are made: they merely provide for 
increased rates of pay arising out of collective agreements. Following an approach similar to 
that used for the non-salary allotments would require the inclusion in supplementary est1- 
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mates of items in identical terms for most departments and agencies and would result in an 
inordinate increase in the size of the supplementary estimates document without a correspond- 
ing increase in its informative character. 


The Public Accounts ... record the amount that has been transferred from the Contingen- 
cies Vote to each departmental vote for salary purposes in this way providing a complete 
accounting. 


It is, therefore, the view of the Treasury Board that the present arrangement whereby the 
Contingencies Vote is used to supplement each salary increase in a departmental vote is a 
satisfactory arrangement. 


The amount transferred to each departmental vote is the amount required to 
supplement the paylist provisions of the vote, to cover salary increases chargeable to 
that year. The transfers do not include provision for retroactive salary increases paid 
during the year but relating to a previous year, which are not reflected in the 
expenditures of the department to which they relate but are charged to a reserve 
established from the unused portions of the Contingencies Vote in the past three 
years. 


During the year the following instances were noted where the use of the 
Contingencies Vote was further extended with the result that the authority of 
Parliament, which heretofore was requested in advance of action by the Executive, 
was sought only at a later date: 


1. The Treasury Board approved allotments from the Contingencies Vote of $240,000 for the 
extension of a wharf at Burgeo, Nfld., and $1,000,000 for the construction of an oil refinery 
terminal wharf estimated to cost $20 million at Come-by-Chance, Nfld., both projects subject 
to full recovery of cost over a period of twenty-five years. One of the submissions to the 
Treasury Board included the following explanation: 


Existing legislation (including departmental appropriations acts) do not provide sufficient authority 
to this department for entry into loan or loan type commitments. We therefore require an allotment 
from Treasury Board Contingencies Vote as authority for this commitment pending inclusion of an 
empowering item in the Supplementary Estimates. 


Authority was subsequently provided in Appropriation Act No. 1, 1971, 1970-71-72, ¢.25, by 
Public Works Votes L28c and L29c, but Parliament was not informed of funds already made 


available in the Contingencies Vote or of the total commitment involved in these projects 
which amounted to $20,240,000. 


It seems doubtful that Parliament intended the Contingencies Vote to be used to initiate 
expenditure not within the ambit of existing votes, excepting in an emergency. The wording 
‘‘to supplement other votes” suggests that it did not. 


2. The Contingencies Vote was used to pay, direct to post-graduate students, fellowships in 
connection with transportation research because Transport Vote 60 authorized grants in aid of 
transportation research only to universities and other organizations. Supplementary Estimates 
Vote 60a subsequently amended the Vote text to read “Grants in aid of transportation research 
to universities, university students and such other organizations or individuals...’”’. Here again 
the Contingencies Vote was used not to supplement a vote but instead to initiate expenditure 


that could not be made from the existing vote, thus extending the purposes of the Vote. (See 
also paragraph 58 of this Report.) 


52.Revised vote pattern. In its First Report 1968-69, presented to the House on 
January 29, 1969, the Public Accounts Committee recommended the following 
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criteria to be used in determining the votes required under the revised form of the 
Estimates introduced in 1970-71: 


1. In the revised Estimates, the proposed spending under a program Is to be set forth under the 
three basic headings of 


(a) Administration, Operations and Maintenance (or operating costs); 


(b) Construction and Acquisition (or capital costs); and 


(c) Grants, Contributions and Subsidies. 


2. Each department, agency or legal entity shall require one or more votes as the case may be. 


3. In all cases where agencies or Crown corporations are incurring a deficit or related deficits 
which must be covered by an appropriation, these will be the subject of a separate vote. 


4. The special circumstances surrounding any particular expenditure, e.g. Contingencies, Trea- 
sury Board Vote 5, be made the subject of a separate vote. 


5. As capital investment today can well mean increased Administrative cost tomorrow, spending 
proposals involving more than $5 million in total for Construction and Acquisition within a 
departmental program shall always be the subject of a separate vote. 


6. Grants, Contributions and Subsidies being of a special nature, therefore requiring a different 
type of consideration, will be the subject of a separate vote when the total within a 
departmental program exceeds $5 million. 


The Committee directed the Auditor General to note the manner in which the 
criteria had been applied and to advise the House thereon in his next Report. 


In last year’s Report (paragraph 49) we noted that, in several instances, these 
criteria had not been followed in the 1970-71 Estimates. For example, there was no 
separate vote for the Agricultural Stabilization Board. Similarly, there was no 
separate vote for grants and contributions of the Department of Indian Affairs and 
Northern Development, amounting to $44,727,000, which were included in that 
Department’s Vote 5, which provided a total of $165,515,000 for operating expend1- 
tures of the Department’s Indian and Eskimo Affairs Program. As explained in 
paragraph 24 on page X of the Foreword to the 1970-71 Estimates, this had been 
done to allow the Department flexibility to provide the required assistance in the 
most effective manner throughout the year. The Estimates for 1971-72 indicate no 
change for these items. 


The following comments are made with respect to other items in the Estimates 
for 1970-71: | 


1. We noted last year that, in the appropriations which provide authority to spend revenue, the 
estimate of revenue still appears only in the Estimates details rather than in the Appropria- 
tion Act. The 1971-72 Estimates indicate no change. Thus, no recognition has been given to the 
view expressed in each of our Reports since 1966 (paragraph 50 in 1970) that to ensure 
parliamentary control over expenditure, where authority is provided for the spending of 
revenue, three figures—estimated gross expenditure, estimated revenue, and net amount 
appropriated— should appear in the appropriation itself and the amount of revenue used to 
supplement the net amount appropriated should be limited to the estimated revenue shown in 
the appropriation. (See also paragraph 53 of this Report.) 
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2. We mentioned last year that parliamentary control had been further weakened by showing the 


amount of some votes as a net amount after deducting, in the ‘‘Program by Activities’, an 
amount representing the anticipated recovery of expenditure from the vote which had not 
been provided for in the vote. For example, Finance Vote 1 provides a net amount for the 
Financial and Economic Policies Program after deducting from the estimated expenditures an 
amount of $687,000. There is no explanation of this item and nowhere in the Estimates can 
Members of the House find the information that the Department of Finance is recovering the 
cost of administrative services provided to the Treasury Board. It has long been accepted that 
expenditure falling within the ambit of a vote, but not provided for in the vote, which 1s later 
recovered may be credited to the vote. There must, however, be no supplementation of the 
vote and therefore such credits should be restricted to recoveries of clearly identifiable 
expenditures only. This is not the case in the example referred to and in our opinion such 
recoveries of costs should be regarded as revenue and credited to the vote only with the 
appropriate authority and with the amount controlled as is suggested in 1. Recoveries of costs 
should also be credited to revenue in other cases where the “‘Program by Activities” of a 
department shows a deduction for, but does not show the nature of, receipts and revenue 
credited to the vote and which are not clearly identified and adequately described in the vote. 


. Last year we reiterated our view that words which represent an amendment to legislation 


should be included in the text of the vote which appears in the Appropriation Act rather than 
in the text of a “sub-vote”’ which appears only in the Details of Services of the Estimates. We 
noted that this questionable practice was continued in the 1970-71 Estimates in Indian Affairs 
and Northern Development Vote 35 and pointed out deficiencies in the vote wording. On 
December 9, 1971 the President of the Treasury Board advised the Chairman of the Public 
Accounts Committee that there is no legal bar to words in an Appropriation Act that refer to 
“the details in the Estimates” but that 

... to ensure greater clarity 1n presentation of Estimates to Parliament, it has been decided [that] the 

main vote titles in 1972-73 Estimates ... will be expanded to include those legislative authorities 

previously detailed in the Estimates or in the grant words included in the Estimates. 


. In the following cases the amounts formed part of the appropriation but in each case the 


capital expenditure during the year exceeded the amounts included in the Estimates for 
capital expenditure: 


Estimated Actual 
Vote expenditure expenditure Excess 
Asriculinre Vote Demis tio ues addy. Lees. ae > Sept. $ 2,455,000 
Agvrictit are Vote 58) eerie eh ste a ies ae Malate 2,959 , 000 
5,414,000 $ 5,422,000 $ 8,000 
National Defence Vote 15 (Defence Research Program) 4,999,000 5,672,000 673,000 


National Health and Welfare Vote 20............... 3,491,000 6,291,000 2,800 ,000 


$ 13,904,000 $ 17,385,000 $ 3,481,000 


Since the initially estimated expenditure in each vote was below $5 million, separate votes 
were not required, thereby providing a degree of flexibility by permitting funds provided for 
operating purposes to be used for capital purposes, that would not have been the case had 
there been separate votes for capital expenditure. As a consequence, Parliament did not have 
the opportunity to control capital expenditure of $3,481,000. 


. In prior years the deletion of debts due to the Crown in excess of $5,000 ($1,000 prior to 1969-70) 


was the subject of a separate appropriation under the Treasury Board. Effective in 1970-71 
amounts to be deleted are being included in the departmental section of the first supplemen- 
tary estimates available. 
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93. Supplementing parliamentary appropriations. In previous Reports (paragraph 
50 in 1970) we have drawn attention to the weakening of parliamentary control over 
expenditure when appropriations containing provision for the spending of revenue 
recelved during the year may be supplemented in the event that the revenue 
recelved is in excess of the revenue estimated. We cited examples of appropriations 
which had been supplemented in this manner and reiterated our recommendation 
that the use of revenue be limited to the estimated amount. 


No change was made in 1970-71 to those appropriations which authorized the 
spending of revenue and the wording in the Estimates for 1971-72 also indicates no 
change. 


In 1970-71 there were 24 appropriations of 15 departments which authorized the 
spending of revenue. In 13 appropriations the revenue received exceeded the 
estimated revenue, the aggregate of the excesses being $28,306,000. In nine of these 
appropriations, the excess of actual revenue over estimated revenue exceeded 
$100,000 as follows : 


Excess of actual revenue 
over estimated revenue 


Estimated Actual suMag ESTE et oe eae 
revenue revenue Used Unused 
Communications and Post Office 
inte tite ees ee ne crepe ea $ 7,252,000 $ 8,381,000 $ z= $ 1,129,000 
National Defence Vote 5......... 96 ,595 , 000 112,623,000 9,515,000 6,513,000 
National Health and Welfare Vote 
Dal cai, aay YOR OC eae ar 6,107,000 9,369,000 960, 000 2,302,000 
Secretary of State Vote 100—Pub- 
lic Service Commission......... 530,000 685 ,000 — 155,000 
Solicitor General Vote 20—Royal 
Canadian Mounted Police...... 40,588 , 000 41,781,000 — 1,193,000 
Transport 
SLE Sd gle RY pri al Sertoli. baer ea ge 200 , 000 324,000 — 124,000 
NCO et ke te ae 42,062,000 43 , 200 , 000 — 1,138,000 
Treasury Board Vote 15—National 
Research Councill/of Canada|... 8,212,000 9,643 ,000 553 , 000 878 , 000 


Veterans Affairs Vote 40......... 26 , 602,000 30, 244,000 rome 3,642,000 


$ 228,148,000 $ 256,250,000 $ 11,028,000 $ 17,074,000 


Treasury Board Circular No. 1969-94 of July 14, 1969 directs that where authori- 
ty has been provided in a particular vote to spend revenue and where the receipts 
actually collected amount to more than 125% of the amount forecast in the 
Estimates, the excess 1s to be credited to a separate allotment which may be spent 
only with Treasury Board approval. Thus the Treasury Board has retained for itself 
control over that portion of the excess which exceeds 25% of the revenue originally 
estimated. 


Under this directive the entire $28,306,000 excess of actual revenue over estimat- 
ed revenue was available for spending at the departments’ discretion with the 
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exception of the following amounts aggregating $1,832,000 which could be spent 
only with Treasury Board approval: 


National Health ands Weare: VOlG20 «we ains sfeeeas tacens 5 We oe weeien te eekon. 1. rae eee ace oe es $ 1,735,000 
pecretany ai State: Vote sl00. <tiwt tc Flee eee notary) 2 oho a lynt Wit, AORN iy an ee 23 ,000 
LransportoVote! .gh lasses devia. Phe i Ge. ciated RP ART Cel CES es We hen, ees 74,000 


$ 1,832,000 


We reiterate our view that to ensure parliamentary control over expenditure, 
where authority is provided for the spending of revenue, three figures—estimated 
gross expenditure, estimated revenue and net amount appropriated—should appear 
in the appropriation itself and the amount of revenue used to supplement the net 
amount appropriated should be limited to the estimated revenue shown in the 
appropriation. 


a4. Unpaid accounts carried forward to new fiscal year. A summary of accounts 
properly chargeable to 1970-71 which were not paid in that year appears on pages 
11.23 to 11.25 of Volume I of the Public Accounts. The amounts shown in the 
summary are divided into six categories, the totals of which compare with the 
previous year’s totals as follows: 


March 31, 1971 March 31, 1970 


Invoices received on or before April 30: 


Interdepartmental— 
TSte lee tics ere os etre tie cramer tet. a ety ns ae $ ae $ 3,844,000 
ECT TRASONS 0's ide octet ED a. els ee ees RDS Dee ect 742 , 000 1,202,000 
742,000 5,046 ,000 
Other— 
Tse lets CUTS 6) oy vies vaso oy Saale & cence bai once tote coc ea 12 , 235,000 13,564,000 
CT PEASONS 5s di. ser Noe ib EU Ue ls ho kk k a c 13,232,000 13,326,000 


25 , 467 ,000 26 ,890 , 000 


Interdepartmental sie 6k). « ee He Bel cs re etch ae ole 141,000 1,848,000 
(JECT Ee er ees cae eoe ee eek EE aca oo ae tn eee cP eae 18,776,000 15,850,000 
18,917,000 17,698 , 000 


$ 45,126,000 $ 49,634,000 


No explanation is given in the summary for the non-payment in the year of 
accounts totalling $13,974,000 which were on hand at April 30 and for which funds 
were avallable. 


Not included in the summary is an amount of $2,700,000 which could not be 
charged to Manpower and Immigration Vote 10 because sufficient funds were not 
avallable in the Vote. This amount, together with $1,800,000 which was charged to 
the Vote, represents the portion of the training allowances paid by the Department 
of Manpower and Immigration in April 1971 which was applicable to 1970-71. (See 
also paragraph 93 of this Report.) 
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Of the accounts received on or before April 30 and categorized as unpaid due to 
“Insufficient funds’’, accounts totalling $15,000 could have been paid because suffi- 
cient funds were available in the votes. 


Of the accounts totalling $18,917,000 received after April 30, $9,906,000 could not 
have been paid in any event as sufficient funds were not available in the votes. 


The relationship of these unpaid accounts, including the $2,700,000 which was 
not reported in the Public Accounts ($1,166,000 in 1969-70), to the availability of 
funds may be seen from the following table which also shows the comparable 
amounts for the previous year: 


March 31, 1971 March 31, 1970 


Failure to pay although funds were available....................... $ 13,989,000 $ 13,680,000 


HaluretometbaccolUntsun OboliMe yap le . a4, ers ory. ve 4 eres Gees FRM. 9,011,000 9,411,000 
Failure to seek supplementary appropriations ...................005. 14,920,000 19,422,000 


Failure to get accounts in on time and to seek supplementary appropria- 
IW TOLINGY. genase Rl ty add Nut della a Blan Aa jt da pO seer detirinen ules Bani cera PNA 9,906 ,000 8,287 ,000 


$ 47,826,000 $ 50,800,000 


It will be noted that the unpaid accounts decreased by $2,974,000 from those 
unpaid at the end of the previous year. Therefore the expenditure applicable to 
1970-71 was actually $2,974,000 less than was recorded. However, the 1970-71 appro- 
priations were intended to cover accounts coming in course of payment during the 
year and technically 15 appropriations were overspent by $24,826,000. 


In previous Reports (paragraph 51 in 1970) we have referred to the provisions of 
section 25 of the Financial Administration Act which imposes on deputy heads or 
other persons charged with the administration of a service the responsibility for 
operating commitment control records for each parliamentary appropriation in such 
a way that they are in a position at any time to determine the balance remaining in 
an appropriation that is available for further commitment. We pointed out that 
Parliament has modified the requirements of section 25 by including in the annual 
appropriations of certain departments authority to enter into commitments that will 
come in course of payment only in future years. Should these commitments come 
due for payment earlier than anticipated, there may not be sufficient funds in the 
vote to enable payment to be made. Similarly, in the case of annual appropriations 
providing for claims under programs where the amount has been underestimated, 
there is no alternative but to withhold payment until a further parliamentary 
appropriation is available. Payments withheld in this manner are usually charged 
against the corresponding appropriation in the new year, which often results in that 
appropriation being insufficient to take care of all the accounts coming in course of 
payment for which it had originally been provided. 


We reiterate our view that the present procedures whereby no appropriation 1s 
ever reported as having been overexpended, through the technique of withholding 
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payment of amounts owing by the Crown until a further appropriation becomes 
avallable, are misleading and should be reviewed. Consideration should also be 
given to the procedures followed in presenting supplementary estimates to Parlia- 
ment. Appropriation Act No. 1, 1971, 1970-71-72, c.25, covering the 1970-71 final 
Supplementary Estimates, was assented to on March 30, 1971. A study should be 
made of the reasons why much of the $24 million of accounts unpaid due to 
insufficient funds at March 31, 1971 was not provided for in these Supplementary 
Estimates. 


A study should also be made of the reasons for the discrepancies between 
accounts payable by departments and the corresponding accounts receivable of 
departments providing them with services. Interdepartmental accounts payable at 
the year-end have been reported as $742,000 owing in respect of invoices received on 
or before April 30 and $141,000 owing in respect of invoices received after April 30. 
These amounts are substantially less than the receivables of over $1 million recorded 
by departments as due from other departments at March 31, 1971 and receivables of 
over $5 million which form part of working capital advances of creditor departments 
at that date, all of which are actually undistributed expenses of government 
departments and agencies. (See also paragraphs 240 and 252 of this Report.) 


55. Loans and advances representing grants. Reference has been made in previous 
Reports (paragraphs 54 and 210 in 1970) to certain loans to Crown corporations and 
others where payments of interest and instalments on principal were dependent on 
further appropriations of Parliament. 


The Public Accounts Committee has considered the practice from time to time 
since 1963 and holds the view that outlays on properties, such as those held by the 
National Capital Commission in the Greenbelt, are expenditures of the Crown 
rather than income-producing investments (see Appendix 1, item 5). In its Seventh 
Report 1966-67 the Public Accounts Committee stated that 1t was disturbed to learn 
that the practice had been further extended in 1965 when the House was asked to 
approve loans to the Canadian Broadcasting Corporation to finance capital require- 
ments which in the past were financed by grants charged to budgetary expenditure. 
The Committee reiterated its opinion that “expenditures of this type are not loans 
or advances which can or should be regarded as revenue-producing assets but are in 
fact grants and should be charged directly to budgetary expenditure in the Public 
Accounts of Canada”’ (see Appendix 1, item 17). On May 6, 1971 the Public Accounts 
Committee discussed this question with the Auditor General and the Deputy 
Minister of Finance but has not made any further recommendation to the House. 


The practice of recording these expenditures as loans instead of grants has the 
effect of understating the deficit for the year as recorded in the Public Accounts. To 
the extent that appropriations are provided in later years for repayment of the 
loans, the surplus will decrease or the deficit increase in those years. Similar 
practices affecting the expenditure of two departments are referred to in paragraphs 
57 and 195 of this Report. 
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The following additional loans of this type were made during 1970-71: 


Pe PERE ORC ASAT ROT DOTOUIONL. ocr an hls mol Cees Kee ek peel et Ea ene eles ae} POU 
National Capital Commission: 
ERIE SEmer MeL Er et dn, we ee ey ueee PAT TE ea Tey, tees Meme tin Ri L he ee OP 1,000,000 
Oy eet i elk Jat CON el hs mare sels mada iiees whe. 105 Yates. ly A spestiseece aT 2,000 , 000 
Govyernimentorthe Northwest ‘Territories (3050 (6h i ioe file ele ee Ge i, IN 10, 207 ,000 
PING OPED O IBC ELESTILONY on ii gindes coy: faites ot wails Ge ate alt ah em eae G 4,551,000 


$ 23,058 ,000 


Had the above amounts been recorded as grants in accordance with the overall 
policy with respect to these matters as is outlined in paragraph 239 of this Report, 
the deficit for the year would have been $23,058,000 greater. 


Repayments during the year on loans of this type made in previous years were 
as follows: 


Reet eRe ASTIN Or DOA UONl 8 tk ee Ale ae oe ee eS ede ie wile ae ale slew awn del rok otras et $ 6,300,000 

National Capital Commission: 
ORE OR A ier SN le i ia ll ae RMN OE So i a 366 , 000 
RCT ad ATR LER TILL asia 04 ih fe Reg Ba ek eee Ce Ue RR BURG oo de om ete ola 8, 282 ,000 
Ba Gree AACS aE Wer COIN TIASO yr en ire ys al lends «Pus oe Saas ctw add Ace: adie bP ake eee teen 405 ,000 
PGVerIneny OL Lb INOIUWESb LOrribOLled ey toa oy ew cua a Ma ok ee ane be eee 1,006 ,000 
Covprumenia ihely ukomiPersitory. Vag Ooh hls 5 4) he tt Bs a ea ee 773,000 
$ 17,132,000 


These repayments, with the exception of $1,083,000 derived from the sale of 
property by the National Capital Commission, were provided for in the 1970-71 
appropriations of Parliament. Had the loans been recorded as grants when original- 
ly made, these appropriations to enable repayment of principal would not have 
been required and the deficit for 1970-71 would therefore have been $16,049,000 less. 


Certain of these loans call for payment of interest at varying rates and the 
following interest income was recorded during 1970-71 with respect to them: 


eR apistGmC ete COO! Abi ei cil, 4 o Gea ill due a chicid ice ahapee ud el vingin, wate eee ie eine $ 7,435,000 
Depo AISLEO IPM TT sION shes coe G LEE peal veleie pte Mi aos arava Rs a eee Mal ema ee eas 3,369 ,000 
Cvernincntonine: Nottnwest: Lerritoriesg. (00 ayia wiasece ck babes had Ae 1,286,000 
Peer iMie iva) Clee ROT LCLICOPY oe. ee wet or eek ea kc tte nein 1,094,000 

$ 13,184,000 


Of this total, $12,177,000 was provided from 1970-71 appropriations of Parlia- 
ment, but this provision had no effect on the recorded deficit for the year as 1t was 
offset by the recording of an equivalent amount of income. Nevertheless, both the 
expenditure and revenue of the year are greater by this amount than would have 
been the case had the funds advanced in previous years been recorded as grants 
rather than loans requiring payment of interest. Of the interest received from the 
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National Capital Commission, $1,007,000 was derived from property rentals, interest 
from bank deposits and other income. 


In August 1969 the National Capital Commission received a directive from the 
Treasury Board with respect to loans for the purchase of property other than in the 
Greenbelt under which, starting in 1970-71, loans would be provided only to acquire, 
improve and service properties which are to be sold to other users, thereby enabling 
the Commission to repay the loans. The Commission interprets this directive as 
referring to sales to government departments as well as to outsiders. Inasmuch as, to 
the best of our knowledge, this land 1s to be used for government purposes, we are of 
the opinion that the additional loans of $2,000,000 during the year for the purchase 
of property, other than for the Greenbelt or for resale, should have been charged to 
expenditure. 


36. Capital assets charged to departmental working capital accounts. In previous 
Reports (paragraph 52 in 1970) we have noted that working capital advance accounts 
were being used to acquire capital assets, thereby removing expenditure on such 
assets from parliamentary control. This practice was continued in 1970-71. 


The cost of capital assets charged to departmental operating accounts in this 
manner is as follows: 


Cumulative 
to 
March 31, 
1970-71 1971 

Canadian Government Printing Bureau Revolving Fund................. $ 368,000 $ 2,799,000 
Canadian Government Supply Service Revolving Fund.................. — 4,000 
Gentral’ Microfilm Unitehevolving Funds: are vet wee. eek ie cae ees es 6 , 000 6,000 
Computer Sérvices ‘Bureau’ Revolving Mund. F025 PA as 35,000 269 , 000 
National: FilratDoard Operating: Account: 4% 9 004 e sh Mh. 2 es a 18,000 255 , 000 
Passport’. ficerRevolving tl uneborm iota. tir. tot eek he ied vate hee 15,000 202 , 000 
Racetrack Supervision Revolving Fund.............. ENN: eee ee en 25 ,000 25,000 


$ 467,000 $ 3,560,000 


Treasury Board regulations covering the establishment and operation of 
revolving funds and working capital advances, which became effective on April 1, 
1970, provide for the financing of capital assets either from the accumulated 
provision for replacement funds, derived from annual charges to operations 
designed to amortize existing capital assets over their useful life, or from a separate 
repayable loan vote to be included in the Estimates. 


These regulations are designed to restore parliamentary control over the 
expansion of capital facilities used in operations financed by means of a revolving 
fund and limit the resources available for the purchase of replacement facilities to 
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those accumulated by the amortization of the cost of existing facilities. However, 
should replacement of any facilities not be required, replacement funds available 
with respect to them will be available for the acquisition of other assets which might 
be used for a new activity without reference to Parliament. 


Capital assets cannot be categorized as current assets and as working capital is 
the excess of current assets over current liabilities, it is a departure from recognized 
accounting principles when capital assets are included in working capital balances. 


97. Capital assets financed by loan appropriations. In the immediately preceding 
audit comment (paragraph 56) it has been pointed out that Treasury Board regula- 
tions which became effective on April 1, 1970 provide for the financing of capital 
assets elther from the accumulated provision for replacement funds derived from 
annual charges to operations which are designed to amortize existing capital assets 
over their useful life, or from a separate repayable loan vote to be included in the 
Estimates. These regulations were intended to restore parliamentary control over 
the expansion of capital facilities. 


Parliament does retain control over expansion when it must approve of a loan 
appropriation with which this expansion is to be carried out. However, the financing 
of capital assets in this way violates the long-standing accounting policy under 
which the costs of capital works are charged to expenditure at the time of acquisition 
or construction. This accounting policy is set out in the introductory pages of 
Volume I of the Public Accounts each year and the pertinent portion is reproduced 
in paragraph 239 of this Report. 


Expenditures on capital works which have been made from loan appropriations 
are as follows: 


Cumulative 
to 
March 31, 
1970-71 1971 
Department of Transport: 
Wirporl. capital loalisn . swat writes Rett Pe ARe rare Bek bo oe. $ 41,205,000 $ 46,331,000 
Construction and acquisition of ferry vessels and related equipment.. 8,200,000 13,921,000 
Vancouver International Airport—Construction of bridges.......... 1,225,000 4, 204,000 
Department of Supply and Services: 
ioe LET ERVICES LEILEAIE aa: mint at tliat oak tt ae yh id ladies B Gaui ote 154,000 154,000 


$ 50,784,000 $ 64,610,000 


Obviously, loans are not normally made to oneself and loans by Canada to 
Canada cannot properly be included among the assets of Canada on the Statement 
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of Assets and Liabilities. If expenditures on capital works are to be included among 
the assets of Canada, they must surely be described properly as capital assets. 
Furthermore, the value of all other capital works of Canada would have to be 
included on the Statement, all of which would require a substantial change in the 
underlying accounting policy. 


58. Grants paid prior to parliamentary approval. No accounting 1s made to the 
House of Commons of the ultimate application of moneys paid as grants in ald. For 
this reason, the prior sanction of Parliament has always been a requisite for the 
making of such payments. This is the opinion of the Public Accounts Committee of 
the United Kingdom, as 1s illustrated by the case of a British vote which included a 
provision for the making of a grant in aid as well as other outlays but did not fix a 
precise amount for the grant in aid. The Committee took exception: 


We are strongly of opinion that in all future cases where Parliament is asked to vote money as 
a grant in aid the exact amount of the grant should be specified in the Estimates so that 
Parliament may be aware of the precise sum which it 1s proposed to exempt from the ordinary 
conditions which govern accounting for voted money. 


Prior to 1967-68, the Treasury Board Secretariat concurred with this view as is 
evidenced by its refusal in February 1961 to use the Contingencies Vote for the 
payment of grants. In that year a department requested the Treasury Board to 
provide, from the Contingencies Vote, additional funds for the payment of grants. 
In refusing the request, the Treasury Board stated: 


The Board did not consider it proper to increase without reference to Parliament the amounts 

of grants specifically covered by the terms of the Appropriation Act. This attitude is in 

accordance with long-standing policy whereby such grants are specifically mentioned in the 

Appropriation Act and are not exceeded. In this connection, 1t might be mentioned that the 

1960 Report of the Public Accounts Committee expressed the opinion that no grants or 

contributions 1n cash or in kind should be made without the express sanction of Parliament. 
That the Treasury Board still considers this to be the proper procedure is evidenced 
by the fact that, as recently as October 1971, in granting authority for a department 
to include an item for a grant in supplementary estimates, it did so 


on the understanding that the grant can be made only after it has been authorized by 
Parliament through the Supplementary Estimates. 


Notwithstanding this, the Treasury Board has deviated from this long-standing 
policy by permitting payment of grants in aid without the prior approval of 
Parliament since 1967-68. Last year (paragraph 53) we reported that ten such grants 
totalling $230,250 had been paid from Treasury Board Vote 5, Contingencies. 


During the year the Treasury Board continued to follow this practice and six 
grants totalling $538,000 were made without the prior approval of Parliament. With 
the exception of $15,000 paid from Manpower and Immigration Vote 20, these grants 
were paid from Treasury Board Vote 5, Contingencies, and parliamentary approval 
of the payments was later sought either in Supplementary Estimates (A) which were 
covered by Appropriation Act No. 4, 1970, 1970-71-72, c. 4, assented to on December 
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18, 1970, or in Supplementary Estimates (C) which were covered by Appropriation 
Act No. 1, 1971, 1970-71-72, c. 25, assented to on March 30, 1971. These-Appropriation 
Acts authorized payment of the grants and it was stated in the supplementary 
information given in the Estimates that funds had been allotted or allocated from 
the Contingencies Vote. We understand that this wording was intended to inform 
the House of Commons that the grant had already been paid and that the authority 
was being sought ex post facto. We have pointed out to the Treasury Board 
Secretariat that the words ‘‘allotted”’ or ‘‘allocated’”’ do not normally mean “paid” 
and that in our opinion the Estimates item should have stated clearly to the House 
that the grant had already been paid from the Contingencies Vote. The Secretariat 
has advised us that they will reconsider this wording. 


The following 1s a list of the 1970-71 grants which received ex post facto approval 
of Parliament: 


Date of payment Beneficiary and appropriation charged Amount 

June to December pee oe Research grants to individual fellowship recipients 

(Transport Vote 60a). (See also paragraph 51 of this 
REDOTtTE Ty btn mer Ane eee Oe and Aken Meas Oty eae ae OO 

September 8 and November 7, 

PTO Bie. Sing AY gts OM bod. Frontier College of Canada (Manpower and Immigra- 
tion, Vote 208)... 6.22 s 2s a. REO LOS ee 20,000 

Neovermper 1s, 1970s, a.) «30 amet Canada Committee for promoting Canada Week 1970 
(Secretary Of State Voce 358)... so 0 co ates eee 20,000 

November 19 to December 4, 1970 Grants to ethnic cultural groups for citizenship devel- 
opment (Secretary of State Vote 35a)............. 24,000 

Decemper 22, 1970. 70s SRT: International Commission of Jurists (External Affairs 
MOO LOG): 2 ice eth ies aide gchin wtohaw Me Cte ee 20 , 000 
tie 2 1 107 | ea tees os ws easy Fraser River Harbour Commission (Transport Vote 5c) 379,000 
$ 538,000 


39. Inadequate charges for services provided. Government policy based on a 
recommendation of the Royal Commission on Government Organization is that 


it should be departmental policy wherever economically and administratively feasible to 
charge for all goods supplied or services rendered to the public, including those now supplied 
free, unless there are provisions for specific exemption. 


Since its adoption several years ago, many of the charges for services provided 
to the public have been adjusted in accordance with this policy. 


Last year (paragraph 55) we noted that increased charges had been introduced 
with respect to second class mail and steamship inspections. The Government had 
planned to introduce a number of additional increases and a number of new charges 
for such services for 1970-71, but on February 18, 1970 the Prime Minister advised the 
House of Commons that it intended to forgo them because of inflationary pressures. 
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In December 1970 the Government announced the ending of voluntary price 
restraints, whereupon the Treasury Board advised departments that it is prepared 
to consider submissions requesting authority to initiate increases or to initiate new 
fees in cases where the reasons are particularly good. Departments and agencies were 
asked not to initiate new fees or increases in fees without specific approval. 


With effect from January 1, 1971, the Department of Agriculture is authorized 
to charge a fee to users of the Canadian Farm Management Data System (CAN- 
FARM), which went into operation in January 1970, and since the year-end the 
Department has been authorized to charge fees for the inspection of ships for insects 
or pests. In May 1971 the Treasury Board advised the Department of National 
Health and Welfare that it was prepared to consider proposals for changes in fees for 
prosthetic and orthotic services. 


Services for which fees charged during the past two years were insufficient to 
cover costs included the following: 


1970-71 Deficit 
Costs Revenue Deficit 1969-70 
Post Office services (see paragraph 

158 ofsthigsheportyea. see oe. $ 525,523,000 $$ 420,987,000 $ 104,536,000 $ 58,893,000 
Canadian Farm Management Data 

System (CANFARM)........ 1,951,000 — 1,951,000 not available 
Steamship inspections........... 2,207 ,000 419,000 1,788,000 1,790,000 
Livestock—Record of Perform- 

avioe . ra ee ees, Sek aN 2,060,000 306 , 000 1,754,000 1,991,000 
Weights and measures inspections 2,155,000 1,067,000 1,088 , 000 1,097 , 000 
Seed testing and inspections, and 

field crop inspections......... 1,063 ,000 388 , 000 675,000 538 , 000 
Electricity and gas meter inspec- 

VIGO. Poets. AA. See Se ee 1,846,000 1,180,000 666 , 000 636 , 000 
Inspections of grain............. 4,528,000 3, 865, 000 663 , 000 1,213,000 
Meat inspection services—over- 

time (see paragraph 66 of this 

Report) hace 5 wie cases reed aan 1,858,000 1,315,000 543 , 000 400 , 000 
Prosthetic: 6eryvicesi. fo ele eda ons 1,975,000 1,448,000 527 ,000 541,000 
Werrhing of grainy, YS29 Pasko 2,447 ,000 1,937,000 510,000 926 ,000 
Cargo cranes—Vancouver Har- 

bour (see paragraph 133 of this 

Report yaw eek sé. Has 163 ,000 56,000 107 ,000 76,000 
Treatment of sick mariners...... 801,000 714,000 87 ,000 295 ,000 
Supervision of pension plans..... 83 , 000 14,000 69,000 52,000 


The costs shown do not in every case include all costs of providing the services. 


60. Federal land and other assets occupied and used by the Province of Quebec in 
the Montreal-Longueuil area. In previous Reports (paragraph 57 in 1970) we have 
referred to financial and legal problems encountered by Canada in respect of 
various federal lands and other assets occupied by the Province of Quebec in the 
Montreal-Longueuil area. We noted that an inventory of land used by Canada in 
the area had been substantially completed and that, after meetings with provincial 
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and municipal officials, the National Harbours Board and The St. Lawrence Seaway 
Authority, two of the federal agencies most directly concerned, had reported to the 
Federal-Provincial Relations Secretariat of the Privy Council Office. We also noted 
that the Department of National Defence continued to negotiate with respect to 
certain properties as the problems relating thereto were not assumed by the Federal- 
Provincial Relations Secretariat. 


There have been no further developments with respect to the outstanding 
problems of the National Harbours Board and The St. Lawrence Seaway Authority 
which are now in the hands of the Federal-Provincial Relations Secretariat of the 
Privy Council Office. Developments with respect to the properties of the Depart- 
ment of National Defence are dealt with in paragraph 114 of this Report. 


61. Interdepartmental settlements. In paragraph 58 of our 1970 Report we men- 
tioned that at one time there was a specific accounting instruction requiring 
settlements between government departments to be made by journal voucher, 
instead of by cheque. It was never completely effective because of a general dislike 
of journal vouchers by accounting staff. We pointed out that with the increase in 
interdepartmental settlements under program budgeting, the journal voucher 
method of effecting these settlements has been used even less than before. We noted 
that the Treasury Board Secretariat in 1968 had been giving consideration to the 
development of a special procedure for such settlements but that no changes had 
been effected and Receiver General cheques were still being used for this purpose. 
We suggested that consideration should be given to the use of a special non-negotia- 
ble document for effecting interdepartmental settlements. 


As was the case last year, the Canadian International Development Agency 
refused to use journal vouchers to settle claims of other departments that were 
chargeable to the International Assistance Account and journal vouchers received 
from the creditor departments prior to the year-end were returned. Cheques in 
payment of the accounts were then drawn after the year-end cut-off date of March 
31 for the International Assistance Account and were recorded as 1971-72 transac- 
tions. However, as the cut-off date for the recording of credits to the 1970-71 
expenditure and revenue accounts was not reached until June 15, 1971, four creditor 
departments recorded these cheques totalling $245,000 as 1970-71 transactions. The 
effect of this was that the balance at the credit of the International Assistance 
Account as shown in the schedule to the Statement of Assets and Liabilities of 
Canada at March 31, 1971 included $245,000 which had been used to reduce the 
1970-71 expenditures of the four departments and which, therefore, was also includ- 
ed in the item “Other current assets’? on the Statement of Assets and Liabilities. 
While there is no suggestion of any improper intent in this instance, such bookkeep- 
ing violates accepted accounting principles and would not be tolerated in the private 
sector. 
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The use of cheques to effect interdepartmental settlements was considered by 
the Public Accounts Committee on October 21 and November 16, 1971. The Commit- 
tee was informed by the Deputy Minister of Services on November 16 that: 


I agree with the Auditor General’s comments that cheques should not be used to settle 
interdepartmental payments and I would welcome a recommendation from your Committee 
that Treasury Board and the Department of Supply and Services study this matter. 


The Committee has not yet made such a recommendation but we understand that 
officers of the Treasury Board and the Department of Supply and Services have 
begun a study of this matter. | 


62. Revenue improperly classified. On page 3.7 of Volume I of the Public 
Accounts it is stated that revenue which is classified as ‘““Return on investments”’ 1s 
income derived from loans and advances made by the Government and from 
investments by the Government in productive or earning assets. 


Treasury Board regulations issued on January 8, 1970, covering the operation of 
revolving funds and working capital advances, state that: 


Any surplus arising from the operations of a fiscal year is to be transferred to “Return on 
nvestments’’. 


Last year (paragraph 59) we expressed the opinion that the surpluses in certain 
revolving funds which were classified as “Return on investments” should have been 
classified as “Other non-tax revenue’’. We noted that in the case of the Passport 
Office Revolving Fund the character of the revenue from passport fees, previously 
classified as “Other non-tax revenue’’, did not seem in any way to be changed when 
the Revolving Fund was set up to permit the expenses incurred in issuing passports 
to be paid from the fees charged rather than from parliamentary appropriations. We 
also noted that the Canadian Government Supply Service Revolving Fund showed 
a surplus only because operating costs estimated at $4,000,000 were not charged to it 
but were absorbed by appropriations, and that the Agriculture Revolving Fund 
actually operated at a loss but accumulated a cash surplus because certain operating 
costs were charged to appropriations of the Department of Agriculture. There has 
been no change in the practice. 


Fees charged for passports prior to 1969-70 were recorded as “Other non-tax 
revenue’’. There is no relationship between the fees charged and the cost of issuing 
the passports nor is there any rational relationship between a “return on invest- 
ment” of $952,000 and the book value of the “investment”’ of $366,000 in inventories 
and capital assets employed in the operation. There was in fact no amount 
advanced to the Fund at March 31, 1971, as deposits for passports not yet issued, 
together with the unpaid accounts of the Fund at that date, exceeded the book value 
of inventories and capital assets. 
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As is shown in paragraph 328 of this Report, the Agriculture Revolving Fund 
operated at a loss of $645,000 but accumulated a cash surplus of $34,000 because 


certain costs of the Revolving Fund operation were charged to appropriations of the 
Department of Agriculture. 


There was no transfer to revenue from the Canadian Government Supply 
Service Revolving Fund. 


We remain of the opinion that these surpluses should be classified as ‘Other 
non-tax revenue” and the Treasury Board regulations covering the operation of 
revolving funds and working capital advances which require these amounts to be 
transferred to ‘““Return on investments” should be amended accordingly. 


63. Statement of Expenditure and Revenue. The Statement of Expenditure and 
Revenue for the fiscal year ended March 31, 1971 shows expenditure of $13,182 
million and revenue of $12,803 million, resulting in a budgetary deficit of $379 
million. 


As is pointed out 1n paragraph 53 of this Report, 15 departments have authority 
to spend revenue received with respect to certain appropriations. The accounting 
procedure is to credit the revenue directly to the appropriation as it is received and, 
for statement purposes, to offset it against expenditure from the appropriation and 
record the net expenditure. 


During the year non-tax revenues totalling $289 million were credited to 
appropriations and, under authority of the Post Office Act, R.S., c. P-14, remunera- 
tion of postmasters and staffs at certain classes of post offices and other costs, 
totalling $55 million, were paid from gross postal revenue. Thus the totals shown on 
the Statement of Expenditure and Revenue for the year ended March 31, 1971 are 
net figures only, and $344 million must be added to each to obtain the actual 
expenditure and revenue figures for the year which are $13,526 million and $13,147 
million respectively. 


64. Wheat inventory reduction payments. The aim of the wheat inventory reduc- 
tion program, which was administered by the Department of Agriculture, was to 
take out of production up to 22 million acres of land in order to reduce the stock of 
surplus wheat. Under the program, farmers were eligible for a payment of $6 for 
each acre of cultivated land taken out of wheat in 1970 and summer-fallowed or 
planted to perennial forage. A further $4 per acre was payable with respect to land 
seeded to forage in 1970 and still in forage on July 15, 1971. 


Payments in 1970-71 to 100,000 farmers with respect to 9.6 million acres amount- 
ed to $57.6 million. This was charged to the reserve of $100 million established in the 
previous year by Agriculture Vote 17b, Appropriation Act No. 1, 1970, 1969-70, c.24, 
leaving a balance of $42.4 million in the reserve at March 31, 1971. An additional 
$5.5 million has been disbursed since the year-end. 
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Under the program, interim payments of $3 per acre were made on receipt of 
applications and the balance of $3 per acre was paid following verification of the 
applications by reference to field inspection reports and aerial photographs. This 
method of payment resulted in some payments being in excess of the amount 
eventually determined as owing to the farmer. The Department has established that 
some 4,000 farmers have been overpaid approximately $540,000. Of this, $177,000 has 
been recovered and attempts are being made to recover the remainder. 


In the course of our examination a number of inconsistencies and weaknesses 1n 
the administration of this program became apparent. These may be summarized as 
follows: 


1. Requisitions for cheques totalling some $4,000,000 were certified for payment by an officer for 
whom the Administration had failed to obtain ministerial authority as required by section 26 
of the Financial Administration Act. 


2. There were frequent changes in instructions to the staff regarding the acreage figures to be 
used which resulted in inconsistent treatment of similar cases. Because of this, the Department 
reviewed all applications to make corrections. 


3. A majority of some 2,000 applications received after the deadline date of July 15, 1970 were 
accepted although a condition of acceptance was that the delay must be due to circumstances 
beyond the control of the applicant. On October 6, 1970 the regulations were amended to 
permit acceptance of applications after the original deadline. 


4. A substantial number of aerial photographs and interpretation cards were not considered when 
the eligible acreage calculations were being verified. 


5. Many farmers received both wheat inventory reduction payments and awards under the 
Prairie Farm Assistance Act with respect to the same land. In a number of cases the farmer had 
shown the land as summer-fallow on his wheat acreage reduction application and as seeded 
acreage on his Prairie Farm Assistance Act application. Both programs are under the same 
administration. We are informed by the Department that this is not inconsistent with the 
legislation and regulations. 


6. In most cases the farmers concerned were not informed of overpayments until September 1971 
when letters were sent out requesting repayment. These letters were prepared from files and in 
the absence of controlling accounts there is no assurance that all overpayments are being 
followed up. 


The cost of administration, excluding the salaries of the full-time personnel of 
the Prairie Farm Assistance Act Administration at Regina who administer the 
program, was charged to Agriculture Vote 10 in the amount of $1,912,000. 


65. Overpayment of assistance to tree-fruit and grape growers. On October 15, 1965 
Canada and British Columbia executed an agreement to share equally in providing 
financial assistance to certain tree-fruit and grape growers in British Columbia who 
suffered crop losses due to frost in 1964-65. The agreement provided for payments to 
replace trees or vines and to supplement the income of growers whose crop returns 1n 
1965 were less than 75% of what they could have expected if there had not been a 
frost, based on the average of the grower’s returns from fruit and grapes in the 
immediately preceding ten years, or some shorter period, as appropriate. Payments 
were not to exceed $400 per acre or $4,000 per grower. 
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The program was administered by the Province which received $2,451,000 
between January 1966 and April 1968 on progress claims submitted to the Depart- 
ment of Agriculture. 


In December 1968, the Audit Services Bureau of the Department of Supply and 
Services informed the Department that it was having difficulty in auditing the 
provincial claims because the Province had claimed for a further form of compensa- 
tion covering damage suffered by growers with young or developing orchards for 
which there did not seem to be adequate authority. The Department replied that it 
was reasonable to adjust the ten-year average income to allow for the potential 
increase In production of young and developing orchards in the year of loss but that 
no grower should be paid more than the difference between his 1965 income and 75% 
of his adjusted ten-year average income. 


After allowing the Province time to provide additional information to support 
its claims, the Audit Services Bureau reported in August 1970 that of the $2,451,000 
paid to the Province, $289,000 should be disallowed. Of this amount, $281,000 
pertained to compensation paid to growers of developing orchards partly in the form 
of acreage payments rather than on the basis of loss of income as required by the 
agreement. 


The Province has questioned the manner in which the amount disallowed was 
determined and has suggested that if there were overpayments these should be 
recovered from the growers concerned and not from British Columbia. In his reply 
on August 25, 1971, the Minister of Agriculture has made a direct claim on the 


Province for recovery of $289,000 as the Federal Government’s share of the 
overpayments. 


66. Fees for meat inspection services. In last year’s Report (paragraph 60) 
attention was drawn to the fact that regulations made pursuant to the Meat 
Inspection Act, R.S., c. M-7, were amended on January 14, 1970 to require the 
Department of Agriculture to provide free inspection services at meat packing plants 
on the basis of a 37 1/2 hour work week. However, because of the Government policy 
on price restraint measures to control inflation, the Department continued to 
provide free services on a 40 hour week basis although it lacked authority to do so. 
The cost to the Department of providing free services for the additional 2 1/2 hours 
per week had been estimated at $400,000 for a full year. 


On January 12, 1971 the regulations were amended to revert to a 40 hour 
week basis for free services and on March 16, 1971 the Governor in Council granted a 
remission of the increase in the fee revenue which, although legally collectable 
between January 14, 1970 and January 12, 1971, had not been collected. The amount 
of the remission has been estimated at $300,000. 


Subsequently there have been pay increases for employees engaged in the 
inspection services but, in line with the Government policy on price restraint, these 
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have not been reflected in increased charges to the packers when overtime in excess 
of 40 hours per week is required to be worked for their convenience. It is estimated 
by the Department that the annual cost of absorbing these increases as they affect 
the cost of overtime worked is $243,000. 


Charges to packers with respect to overtime work during the year amounted to 
$1,315,000 which is an estimated $543,000 less than the cost of providing service 
beyond the normal 37 1/2 hour work week. The latter amount includes $300,000 as 
the estimated cost of overtime work between 37 1/2 and 40 hours per week which 1s 
not required to be recovered under the regulations. 


67. Inadequate internal control and accounting procedures. Effective internal 
control within an organization, a prerequisite of operational efficiency, requires 
clearly defined authorities and appropriately segregated responsibilities, safeguards 
for the organization’s assets, and reliable and accurate accounting records. Our 
examination of the Canada Council’s records for the year ended March 31, 1971 
disclosed a number of weaknesses in internal control and inadequate accounting and 
financial procedures which, in most cases, had existed in previous years. These have 
again been drawn to the attention of the management of the Council with recom- 
mendations as to how the internal control and accounting procedures could be 
improved. Examples are: 


ACCOUNTS RECEIVABLE. These arise from payments of awards and grants to persons who 
subsequently become ineligible under Council standards: 


1. There are no procedures to ensure that all recoverable amounts are promptly recorded in the 
accounting records. 


2. Application forms do not state that awards and grants rescinded by the Council are required to be 
repaid by the award holders. 


3. The charging of interest on unpaid balances is prohibited by the Council, greatly reducing the 
incentive to repay. 


4. Responsibility for collection action has not been assigned and as a result collection action has not 
been satisfactory. 
DOCUMENTATION AND CHEQUE ISSUE CONTROL. Supporting documentation is not marked at 
the time of cheque issue to indicate that payment has been made. This is essential to prevent 
duplicate payments. The cheque mailing operation is not separated from the preparation of 
the cheques. 


TRAVEL. Numerous instances were noted where travel was not approved by the employee’s 
division head. 


In some instances accommodation, meals and entertainment expenses are charged directly 
to the Council by employees in travel status and subsequently paid for by the Council without 
further approval. Where such disbursements are made they should be included in travel claims 
and approved by an authorized officer. 


JOURNAL VOUCHERS. Journal vouchers for other than investment transactions are not approved 
by management. 


In October 1971 we were advised by management that remedial action is to be taken. 
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68. Commitment by the Canada Council for income tax relief to doctoral fellowship 
holders. A Canada Council memorandum to doctoral fellowship applicants and a 
booklet published in August 1970 entitled ‘‘Aid to the Social Sciences and Humani- 
ties’, both relating to the 1971-72 year, state: 


in the event that doctoral fellowships become subject to income tax, the Council will make an 
adjustment to offset, in a general way, the impact of such taxation. 


This statement is repeated in the memorandum to doctoral fellowship appli- 
cants for the 1972-73 year. 


We understand that, although this matter was discussed by the Council, no 
decision was reached and no formal approval was given to the Humanities and 
Social Sciences Division to publish such a commitment. 


An amendment (1970-71-72, c. 63) to the Income Tax Act, R.S. 1952, c. 148, which 
received Royal Assent on December 238, 1971, provides that scholarships, fellowships 
and bursaries in excess of $500 are income subject to tax. In this connection, a note to 
the financial statements of the Council at March 31, 1971 indicated a contingent 
hability of an undetermined amount in respect of income tax which may be 
assessable on fellowships totalling approximately $3.5 million which are payable 
after December 31, 1971. 


69. Cost of unused accommodation, Ottawa. The Canada Council has, since its 
inception in 1957, occupied accommodation in the Victoria building in Ottawa, the 
monthly rental in 1970-71 being $9,440 comprising $8,398 under term leases expiring 
in April 1972, 1973 and 1978 with the remaining $1,042 pertaining to space rented on 
a month-to-month basis. 


In January 1971 the Council entered into another lease with the same landlord 
for office space in the newly constructed La Promenade building for a period of 10 
years commencing May 1, 1971 at a monthly rental of $13,976. The move to the new 
office space was delayed until July 16 and the Department of Public Works assumed 
responsibility for the term leases for the old premises from September 1, 1971. 


By arrangement, for the months of May and June, the Council while still 
occupying the old premises paid $13,976 per month, the rent applicable to the new 
premises, an excess of $4,536 per month for unoccupied space. However, for July and 
August the Council was obligated to pay the full rent at both locations and, as the 
move took place on July 16, this resulted in payments for unoccupied space in the 
new location of $6,988 for a half month and in the old premises of $14,160 for one 
and one-half months. In addition, the Council continued to pay the month-to- 
month rental charge of $1,042 per month for the old location until October 31. 


The total cost of unoccupied space was $32,304. 


70. Unusual loss on a partnership operation. On June 29, 1970 the Canadian 
Broadcasting Corporation with the approval of the Governor in Council acquired St. 
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Clair River Broadcasting Limited (St. Clair) and on July 24, 1970 invested $1.6 
million in that Company. On the same date St. Clair concluded a partnership 
agreement with a private company to purchase, with retroactive effect from March 
1, 1970, Windsor television station CKLW at a price of US $5,000,000. St. Clair has a 
one-quarter interest in the partnership. St. Clair and the partner each contributed in 
cash US $1,250,000, one-quarter of the purchase price. The remaining half of the 
purchase price, US $2,500,000, was met by notes of the partner due to mature on May 
31, 1975 and bearing interest at 9% per annum. Under the partnership agreement 
each partner is to be credited with interest on the cash contributed to the partnership 
and St. Clair is to pay the interest on the partner’s notes. 


The partnership agreement gives St. Clair the option of acquiring up to a 49% 
interest in the partnership at any time prior to May 81, 1975 with an obligation to 
purchase on that date the partner’s share at its cost, plus interest at current lending 
rates to a maximum of 10%. 


At the effective date of acquisition by the partnership the tangible assets of the 
television station were valued at $4,230,000, which included $1,169,000 for an inven- 
tory of film rights. At March 31, 1971 St. Clair’s investment in the partnership was 
$1,460,000. 


The partnership sustained operating losses totalling $3,135,000 for the thirteen 
months ended March 31, 1971. This amount is made up of a loss of $1,892,000 to 
August 31, 1970, based on the audited financial statements to that date, which 
included $838,000 covering the write-off of a portion of the inventory of film rights 
acquired by the partnership five weeks earlier, and a loss of $1,243,000 for the 
seven-month period ended March 31, 1971, based on interim financial statements. 


As a consequence St. Clair’s investment of $1,460,000 has been impaired to the 
extent of $784,000, being its share of the $3,135,000 operating loss of the television 
station for the thirteen months ended March 31, 1971. 


In addition to its share of partnership losses, St. Clair absorbed interest costs of 
$156,000 on its partner’s notes and administrative expense of $5,000, and earned 
investment income of $91,000 including $82,000 interest on the cash contributed to 
the partnership, its loss for the period ended March 31, 1971 thus amounting to 
$854,000. 


The equity of the Canadian Broadcasting Corporation in St. Clair River 
Broadcasting Limited was therefore reduced from $1,600,000 at March 1, 1970 to 
$746,000 by March 31, 1971. No provision for this loss was made in the accounts of 
the Corporation at that date but attention was drawn to it in a note appended to its 
balance sheet. 


It should be noted that unless the losses experienced to date by the partnership 
are offset by subsequent profits the Corporation, through its subsidiary St. Clair, 
will have to absorb the full loss of $3,135,000 because of the requirement that on or 
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before May 31, 1975 St. Clair purchase its partner’s share at cost, $3,750,000, plus 
accrued interest and its partner’s share of any accrued profits to date of sale. 


71. Undercollection of holdback—Canadian Dairy Commission. During the year 
producers of manufacturing milk were eligible to receive a subsidy of $1.25 per 100 
pounds of milk testing 3.5% butterfat on their deliveries of milk up to the quota 
established for each producer for the year, allocated on a monthly basis. The subsidy 
is payable on deliveries up to the month’s quota with any over-quota deliveries or 
unused portion of the quota being carried to the next month. To help meet the cost 
of selling surplus production at world market prices, a deduction or holdback of 26 
cents per 100 pounds on deliveries up to quota and $1.25 per 100 pounds on deliveries 
over quota was made from subsidy payments in 1970-71. 


During the year some 4,000 producers out of a total of over 100,000 made 
over-quota deliveries to such an extent that, on a cumulative basis, they lost 
entitlement either partially or completely to the subsidy they had already received 
in the year. The Commission’s records do not reveal the total involved and the 
Commission, by resolution dated March 26, 1971, decided to take no action towards 
collection. 


With effect from December 1970 the holdback was replaced, in Ontario and 
Quebec, by a levy deducted from payments to producers by the provincial milk 
marketing boards which is remitted to the Canadian Dairy Commission. These 
Provinces produce the major portion of the Canadian milk supply. 


72. Failure to obtain proper authority for expenditure. Under the Government 
Contracts Regulations the approval of the Treasury Board is required before entry 
into any construction contract where costs exceed $15,000 and the lowest tender is 
not accepted, or where the amount of the contract exceeds $100,000. 


In January 1966 the Canadian International Development Agency received 
approval of the Secretary of State for External Affairs to construct and equip a 
32-bed addition to the tuberculosis ward of the provincial hospital in Quang Ngai, 
South Viet-Nam, at an estimated cost of $15,000 consisting mainly of local costs. In 
February 1966, before plans for the addition were submitted, information was 
recelved from the Canadian medical adviser in Viet-Nam that because of inflation it 
could be anticipated that estimated costs would be greatly exceeded and further 
that, instead of an addition to an existing hospital, a tuberculosis centre was to be 
constructed on a site provided by Vietnamese authorities about one mile from the 
provincial hospital. 


A cost estimate was received from South Viet-Nam in March 1966 and the 
Minister approved an allocation of funds to cover costs, then estimated at $60,000 for 
construction and $70,000 for equipment and furnishings. The Minister subsequently 
authorized an additional allocation of $24,000 to cover increases in construction costs 
due to a devaluation of South Vietnamese currency, bringing the total allocation to 


48 REPORT OF THE AUDITOR GENERAL — 1971 


$154,000 by July 1966. This was further increased to $249,000 in November 1966. In 
view of the increased costs, a construction supervisor was hired in Canada and sent 
to Quang Ngai in July 1966. Under his personal service contract he was paid $10,000 
for a period of five months and a further $5,000 was paid for transportation. 


There is evidence on file that in August 1966 a contract was signed by the 
construction supervisor and the local contractor for the first stage of the tuberculosis 
centre which was completed in January 1967. There is no copy of this contract on file 
in Ottawa. 


In January 1967 the Canadian medical adviser proposed that a second storey be 
added to provide 58 beds for in-patient treatment. This addition and a small annex 
to house a kitchen and dining room for patients, which required a further allocation 
of $80,000, was approved by the Minister in May 1967. Another allocation of $137,000 
in November 1967 for equipment and construction of staff accommodation and 
additional facilities brought the total allocation for the centre to $466,000 of which 
$429,000 was disbursed. 


Of the $429,000 disbursed, the local currency equivalent of about $290,000 was 
paid to the Vietnamese contractor. However, the vouchers on file cover only $191,000 
of this, and $14,000 of about $31,000 paid to others in Viet-Nam. 


No approach was made to the Treasury Board at any stage of the project for 
authority for the construction of the centre. The Agency has explained that 


this project was undertaken under Ministerial approval and the construction of the Clinic was 
carried out with local labour and materials. ... Since no contract was entered into between Her 
Majesty and various Vietnamese sources of supply and labour, it was considered expedient to 
provide a Canadian construction supervisor in addition to ... the Clinic’s Director. This 
supervisor who verified material and labour accounts ... served in Viet-Nam from July 21st, 
1966 to December of that year. Since no contract was being entered into by the Crown no 
approval was sought from the [Treasury] Board nor considered necessary. 


73. Royalties not reported by a foreign licensee. A photogrammetric plotter, an 
invention of the National Research Council of Canada, was licensed in 1958 by 
Canadian Patents and Development Limited to an Italian company. The licence 
agreement granted an exclusive licence throughout the world to make, use and sell 
the plotter and required the licensee to pay to the Corporation royalties on all units 
produced and sold by the licensee and its sub-licensees. 


The licensee paid $262,000 in royalties from sales of plotters to the United 
States Air Force and others up to the end of the 1966-67 fiscal year. However, after 
that date, the licensee made no formal report of any further sales to the United 
States Air Force but reported sales to others and paid $29,000 in royalties. 


In the course of the audit we found that since 1966-67 a further 15 plotters had 
been sold to the United States Air Force. These sales, on which approximately 
$118,000 in royalties should have accrued to the Corporation, were not reported by 
the licensee because the United States Air Force had withheld payment of the 
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royalty portion of the sale price. Officers of the Judge Advocate General’s staff of 
the United States Air Force assert that the prototype and further sophistication of 
the plotter had been developed under a contract between the United States Air 
Force and a United States company which contained a clause providing the United 
States Government with the right to obtain future requirements on a royalty-free 
basis. However, this development contract has not been produced and it is not clear 
how such a contract could affect the rights of the patent holder particularly as the 
original invention is still the basic unit. 


In March and April 1971, at the request of the United States Air Force, the 
Corporation attended meetings in Washington, D.C., with the United States Air 
Force and the licensee to attempt to resolve the impasse. There has been no further 
development and the amount of $118,000 remains unpaid. The Corporation is 
maintaining a close liaison with the licensee. 


74. Settlement not yet made for property acquired. In last year’s Report (paragraph 
158) we referred to the acquisition by the Cape Breton Development Corporation on 
March 30, 1968, under authority of section 9 of the Cape Breton Development 
Corporation Act, R.S., c. C-18, of lands and personal property located on Cape 
Breton Island, and interests in land and personal property located under adjacent 
waters that constituted or formed part of the works and undertakings operated or 
carried on by Dominion Coal Company, Limited, Nova Scotia Steel and Coal 
Company, Limited, The Dominion Rolling Stock Company Limited, Sydney and 
Louisburg Railway Company, The Scotia Rolling Stock Company Limited and The 
Cumberland Railway Company. We pointed out that the notes forming an integral 
part of the financial statements of the Corporation’s Coal Division for the year 
ended December 31, 1969 disclosed that the cost of acquisition, if any, to be paid by 
the Minister of Finance out of the Consolidated Revenue Fund, under authority of 
section 19 of the Act, had not yet been determined and no payments had been made. 
A similar note formed an integral part of the financial statements for the year ended 
December 31, 1970 and stated that an offer of settlement in the amount of $11,000,- 
000 filed in the Exchequer Court of Canada had not been accepted and settlement 
negotiations were in process. (See paragraph 322 of this Report.) 


75. Failure to file statements. Section 128(1)(b) of the Canada Corporations Act, 
R.S., c. C-32, requires certain companies to file annually a copy of their financial 
statements with the Minister of Consumer and Corporate Affairs. A filing fee of $10 
is set by the tariff of fees. 


In previous Reports (paragraph 65 in 1970) attention has been drawn to the fact 
that a number of public companies were in default in filing statements and that 
many of these had never filed a financial statement since incorporation, some as far 
back as 1917. At November 30, 1971, 717 companies were in default of which 143 had 
never filed a financial statement. As the Act made no provision for penalties for 
failure to file financial statements, there appeared to be nothing that the Minister 
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could do to enforce such filing. However, an amendment (B.S. (1st Supp.), c.10) to 
the Act, which came into force on March 31, 1971, provides, in section 129(1), for a 
fine on summary conviction of from $100 to $500 a day for failure to file statements 
as required by the Act. 


Section 133(2) of the Act requires every company to file with the Minister an 
annual return on or before the first day of June in every year giving certain 
information concerning the company and its directors. The fee is $10 if the return is 
filed on or before the first day of June. Section 133(8) provides for a fine on 
summary conviction of from $20 to $100 a day when a company 1s in default in the 
filing of this annual return. 


If a company does not file an annual return for two consecutive years, there is a 
provision in section 133(9) for the Minister to give a year’s notice that the company 
will be dissolved unless it files the returns as required. The number of companies 
currently in default is 3,765 compared with 2,632 at the same time a year ago. The 
names of 627 companies in default for two years or more were published in the 
Canada Gazette within the past year because of failure to file. Of these, 103 filed the 
returns upon publication of the notice and the remaining 524 are in the process of 
being dissolved. As in the past, no action was taken against any of the active 
companies for failure to file returns and the penalty provisions of section 133 of the 
Act remained inoperative. 


Officers of the Department have informed us that “the Compliance Section of 
the Corporations Branch is developing a more positive approach to the question of 
delinquency in the filing of annual summaries and financial statements ...” and 
that “the Branch ... has requested the Department of Justice to proceed with 
prosecution’’. 


76. Costs resulting from alleged breach of lease. In December 1962 the newly 
appointed Canadian ambassador in Santiago, Chile, decided that the ambassador’s 
living accommodation which had been leased for many years was no longer suitable 
because of lack of security of tenure and the need for extensive repairs. He reported 
that he had reached agreement with the landlord for a short-term extension of the 
old lease, then expiring, which in no way implied its renewal. This extension was 
required to allow time to secure other accommodation and for the removal of 
furniture. After occupying the residence for four months the ambassador vacated the 
premises on April 27, 1963. 


In January 1965 the landlord, who had assumed that Treasury Board approval 
of a three-year renewal of the lease at an annual rental of US $11,100 which had 
been obtained in October 1962, was the actual renewal of the lease, commenced civil 
action in the Exchequer Court of Canada for loss of income and miscellaneous 
expenses due to alleged breach of lease. Some five years later solicitors for the 
landlord put forward a proposal that the Crown pay the landlord the sum of $10,000 
for damages and $300 for costs in full settlement of the landlord’s claim. This 
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proposal was accepted by the Crown and in September 1970 the Exchequer Court of 
Canada ordered and adjudged that the landlord was entitled to recover $10,300 in 
full settlement of the claim. This amount was paid by the Department of External 
Affairs in October 1970. 


77. Indirect compensation to chartered banks. Since 1962 (paragraph 66 in 1970) we 
have been directing attention to the fact that, although there is a prohibition in 
section 93 of the Bank Act, R.S., c. B-1, against a bank making a charge for cashing a 
cheque or other instrument drawn on the Receiver General, the banks have been 
benefiting from banking arrangements whereby large interest-free balances are left 
on deposit. On three occasions the Public Accounts Committee has expressed the 
view that if banks were to be compensated for services provided to the Crown, 
consideration should be given to the most equitable manner in which this may be 
done, with statutory sanction being given by means of an appropriate amendment 
to the Bank Act. (See Appendix 1, item 6.) 


In its Seventh Report 1966-67, which was presented to the House on October 26, 
1966, the Public Accounts Committee requested explanations from the Department 
of Finance on three points associated with the practice. On October 15, 1969 the 
Minister of Finance wrote to the Chairman of the Public Accounts Committee 
outlining the views of the Department but the Committee has not yet given 
consideration to these views. 


During the year the Government continued to maintain large balances on 
deposit with the chartered banks, receiving interest only on the minimum weekly 
balance in excess of an aggregate interest-free amount of $100 million. Therefore a 
Crown asset in the form of large bank deposits remains at the disposal of the 
chartered banks of Canada free of charge, without the approval of Parliament. 
Interest earned in 1970-71 totalled $25 million, compared with $51 million in 1969-70, 
mainly because weekly interest rates ranged downwards throughout the year, from a 
high of 6.3% in April 1970 to a low of 2.7% in March 1971. 


78. Duplicate payment of school fees. In paragraph 67 of our 1970 Report, we drew 
attention to an instance where a school board that had received Indian student fees 
through the Province of Manitoba, under an agreement between the Province and 
the Department of Indian Affairs and Northern Development, also received through 
the City of Winnipeg the school tax portion of the annual grants in lieu of taxes 
with respect to an Indian student residence paid by the Department of Finance. 
Duplicate payments received by the school board during the period September 1967 
to December 1969 have now been determined to be $15,167. 


With effect from the 1969 tax year the Department of Finance agreed to exclude 
the school rate in calculating municipal grants in respect of this residence and has 
recovered $7,127 from the final instalment of the grant to the City for the 1970 tax 
year. The recovery of the balance amounting to $8,040 has been the subject of 
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correspondence between officials of the two Departments. In the meantime further 
federal payments of $773,000 have been made to the Province and $1,411,000 to the 
Ory: 


79. Deficit in the Exchange Fund Account. In the Auditor General’s Report for 
1959 (page 17) attention was drawn to the deficit of $204 million in the Exchange 
Fund Account at December 31, 1958 and it was explained that this deficit had 
accumulated from the sale and revaluation of gold, securities and foreign currencies 
to that date. 


In our 1960 Report (page 49) we expressed the opinion that as the loss in the 
Exchange Fund Account represented a cost of exchange management over the 
period since establishment of the Account, it should be written off in the accounts of 
Canada with parliamentary authority. We also stated that in our opinion considera- 
tion should be given to transferring annually to the Consolidated Revenue Fund 
the profit or loss resulting from the trading operations and revaluations of holdings. 


The matter was considered by the Public Accounts Committee in the course of 
its 1961 meetings and in its Fifth Report 1961 the Committee recommended that the 
Minister of Finance be requested to submit to the Committee a report dealing with 
the desirability of writing off the loss. 


Before the Minister of Finance submitted a report to the Committee, the 
weakening of the Canadian dollar in relation to the United States dollar served to 
eliminate the deficit from the accounts of the Exchange Fund and in the period 
during which the value of the United States dollar in Canada was maintained at 
$1.08108 Canadian, the Exchange Fund Account showed a surplus of approximately 
$30 million. 


In a statement to the Public Accounts Committee on July 21, 1964 the Minister 
of Finance proposed that profits or losses in the Exchange Fund Account, other than 
those arising from revaluations, be transferred from the Account to the Consolidated 
Revenue Fund annually. He also proposed that no decision be taken at that time to 
transfer to the Consolidated Revenue Fund future profits or losses at year-ends 
arising from changes in exchange rates and that the surplus in the Fund remain 
there to serve as a modest reserve against any possible future revaluation losses. In 
its Sixth Report 1964 the Public Accounts Committee noted the Minister’s remarks 
and commented as follows: 

The Committee is glad to note that in future, commencing with this year or as soon as the 
necessary parliamentary authority is obtained, the annual balance of profit or loss arising 
from trading operations and investment, including interest and discount on securities, trading 
profits and losses on purchases and sales of foreign exchange, gold and securities, and the net 


valuation adjustments on unmatched purchases or sales during the year, is to be transferred to 
the Consolidated Revenue Fund 


The Committee approves of the Minister’s proposal that the surplus of $30.3 million at 
December 31, 1963 be left in the fund to serve as a reserve against any future revaluation 
losses. 
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The Committee understands the reluctance of the Minister to decide today whether future 
profits or losses arising from changes in exchange rates should be transferred to the Consolidat- 
ed Revenue Fund at each year-end because of the possibility of these causing serious 
distortions in the budgetary accounts. However, the Committee also noted the statement by 
the Auditor General that the present surplus would be much larger had past exchange losses 
been charged to expenditure as they occurred, and that a drop of as little as two cents in value 
of the United States dollar can again cause the Exchange Fund Account to go into a deficit 
position. It therefore recommends that in the event the holdings of the Account drop in value 
by an amount sufficient to eliminate the above-mentioned surplus and create a deficit in the 
Account, the Minister of Finance of the day give immediate consideration to the elimination 
of the deficit in order to maintain the full value of the advances made from the Consolidated 
Revenue Fund to the Exchange Fund Account. 


The Currency and Exchange Act, R.S., c. C-39, was subsequently amended to 
give effect to the Minister’s views and now requires the annual payment into the 
Consolidated Revenue Fund of the net profit from trading operations in foreign 
exchange, gold and securities, and the net profit from the net valuation adjustments 
on unmatched purchases or sales of foreign exchange, gold and securities. These 
profits in the seven years 1964 to 1970 have amounted to a net of $17,597,000 all of 
which has been paid into the Consolidated Revenue Fund. 


Following the freeing of the Canadian dollar on May 31, 1970 the value of the 
United States dollar holdings dropped and the deficit in the Exchange Fund 
Account amounted to $231,583,000 at December 31, 1970. However, no action has yet 
been taken to write this amount off as a cost of exchange management in order that 
the advances made from the Consolidated Revenue Fund to the Exchange Fund 
Account will reflect the current value of the assets held by that Account. 


80. Interest on the public debt wmproperly charged to departmental programs. 
Canada’s liability to participants in the several superannuation schemes is repre- 
sented by the balances in the superannuation accounts which consist of employer 
and employee contributions and interest earned less payments made to participants. 
These balances form part of the public debt of Canada and the interest payable with 
respect to them is therefore a charge to the statutory appropriation of the Depart- 
ment of Finance for interest on the public debt. Up to June 30, 1969 the authorized 
rate was 4%. On July 1, 1969, on the authority of regulations made pursuant to the 
respective Acts, the rate was increased to conform to the Canada Pension Plan 
interest rate. The resulting increase in interest for the period July 1, 1969 to March 
31, 1970, amounting to $51,838,000 for the Public Service, the Canadian Forces and 
the Royal Canadian Mounted Police Superannuation Accounts, was properly 
charged to interest on the public debt. 


In 1970-71 a change in accounting policy resulted in interest on the public debt 
being charged only at the 4% rate, the additional interest amounting to $97,514,000 
being improperly recorded as expenditures of the Treasury Board, $49,491,000, the 
Department of National Defence, $45,695,000 and the Department of the Solicitor 
General, $2,328,000. Since the Crown makes use of the pension funds to finance its 
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operations, all interest accruing on these funds should be charged to the Department 
of Finance as interest on the public debt. 


81. Continuing statutory spending authority provided by Appropriation Act item. 
Appropriation Act No. 7, 1967, 1967-68, c.8, includes the following Vote in the 
appropriations for the Department of Finance: 


50. Payments in the current and subsequent fiscal years to the government of each Common- 
wealth Caribbean country or territory of an amount which in respect of each such year is equal 
to the lesser of 


(a) the amount of customs duties payable and collected on raw sugar imported into Canada 
from that country or territory during the calendar year ending in the fiscal year; or 


(b) the amount determined by the Minister of Finance to be that country’s or territory’s pro 
rata share of an amount that would be equal to the customs duties payable and collected 
on 275,000 metric tons of raw sugar imported during the calendar year referred to in 
paragraph (a) from the Commonwealth Caribbean countries or territories ; 


estimated amount required for the current fiscal year............... $2,200,000. 


During 1967-68 a total of $1,127,000 was disbursed under this authority to the 
governments of five countries in the Caribbean area, and in the Public Accounts for 
that year the portion of the $2,200,000 which remained unexpended was included 
among the unexpended balances carried forward and available for expenditure in 
subsequent fiscal years. 


The Appropriation Acts in subsequent fiscal years have included no further 
amounts for this purpose but during those years payments under the statutory 
authority provided by this appropriation have been made as follows: 

POOS 69 Farin its wae tet tae seick eee atte $1,148,000 


POG SOR ai pe ahs aklrsek aka eer 824,000 


During 1970-71 payments totalling $262,000 calculated in the same way as in 
previous years were made to the governments of two Commonwealth countries in 
the Caribbean area from the International Assistance Account of the Department of 
External Affairs, no payments being made pursuant to the statutory authority 
provided by the Appropriation Act item. 


It is evident from the foregoing that Finance Vote 50 of 1967-68 was not an 
appropriation of funds to be expended in 1967-68 and subsequent years, but was in 
fact legislation providing continuing authority to make payments to the govern- 
ments of Commonwealth Caribbean countries determined in the manner set out in 
the Vote wording. 


When Appropriation Acts are used to legislate in this manner, the legislation is 
not subjected to the same parliamentary safeguards as it would be were it introduced 
to Parliament as an ordinary Bill and for this reason the use of Appropriation Acts 
for legislative purposes is often criticized. In March 1971 the Speaker of the House of 
Commons ruled that Veterans Affairs Votes 10c and 35c which were included in the 
1970-71 Supplementary Estimates (C) were legislative in nature and could not be 
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justified in the Appropriation Act. The 1tems were withdrawn and do not appear in 
Appropriation Act No. 1, 1971, 1970-71-72, c.25, which includes the other items 
making up that particular set of Estimates. In giving his ruling on March 10, 1971, 
Mr. Speaker stated that the legality of considering supplementary estimates which 
are in effect amendments to existing statutes has never been accepted readily by the 
House. Mr. Speaker also stated that the items were “clearly and unquestionably 
legislative in intent” and that there could be no suggestion that there had been an 
attempt “‘to dissimulate the purpose’’. 


Finance Vote 50 of 1967-68 did not amend existing legislation but introduced 
entirely new legislation. Since it was not a dollar vote, as items which are exclusively 
legislative in nature usually are, but provided funds to meet some of the cost of the 
legislative enactment, its purpose was not as clear as it would have been had a dollar 
vote been used. This is evident from the fact that the unspent balance of the 
$2,200,000 appropriated by the 1tem was erroneously reported in the Public Accounts 
as available in subsequent years. 


Our examination of the transactions indicates that the authority of Vote 50 1s 
no longer required and that future payments are to be on some other basis. In these 
circumstances we recommend that the continuing spending authority provided by 
the Vote be revoked as it is not in the best interests of Parliament that statutory 
spending authority which does not appear in the Revised Statutes of Canada 1970, 
and which therefore is not readily apparent to Members of Parliament, should 
remain available for use at any time in the future. 


82. Acquisition, installation and relocation of mobile laboratory complex, West 
Vancouver, B.C. On January 7, 1970 the Fisheries Research Board requested the 
Department of Supply and Services to supply and install 10 research trailer units. 
The Board recommended that the Department negotiate with a contractor who had 
previously supplied trailers to.the Board in West Vancouver on the basis that 


It is extremely important that the new laboratory units are similar in construction and ' 
appearance to those presently housing Fisheries Research Board personnel at West Vancouver 


and also that delivery by March 27, 1970 was most urgent. 


On February 26, 1970, without calling for tenders, the Department awarded the 
contract for the supply of the trailers to the contractor at a firm price of $199,500 and 
on April 14, 1970 awarded him the contract for their installation at a ceiling price of 
$35,700. 


On April 30, 1970 the Board instructed the contractor to stop work on installa- 
tion since the Board had decided to relocate the trailers on the same property. The 
contractor completed the relocation in September 1970 for which he was paid $4,600. 
To permit this relocation it was necessary to relocate a 5-unit storage complex at an 
additional cost of $4,600, bringing to $9,200 the amount that must be considered 
non-productive. 
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83. Inadequate accounting and financial control procedures, Indian agencies. In our 
past four Reports (paragraph 69 in 1970) attention has been drawn to the results of 
our examination of a number of the field offices maintained by the Department of 
Indian Affairs and Northern Development for the administration of its programs for 
the Indian population. Reference was made to the need for a strengthening of 
financial control over field activities and to remedial action taken by the 
Department. 


Examinations during 1970-71 at 11 of the 54 agencies and district offices again 
resulted in criticisms of several matters including the internal control at eight 
locations, the cash handling practices at eight locations, the accounts receivable 
processes at nine locations, and the administration of Crown-owned accommodation 
at four locations. As the remedial measures mentioned in last year’s Report were not 
fully in effect throughout 1970-71, it has not been possible for us to assess their 
effectiveness. 


84. Inadequate accounting for appropriation and Indian band funds. The Depart- 
ment of Indian Affairs and Northern Development has to an increasing extent in 
recent years transferred to Indian bands responsibility for the management of public 
funds provided for various band programs and, in accordance with section 69 of the 
Indian Act, R.S., c. I-6, for the management of band revenue moneys. A condition of 
the transfer is that the bands provide the Department with yearly audited financial 
statements. Reference was made in our 1970 Report (paragraph 69) to the results of 
an examination carried out 1n connection with the statements which were to have 
been submitted by bands managing their own revenue moneys during 1968-69. 


During the year some 300 bands were responsible for management of some $22 
million. A review of the departmental files for 205 of these bands revealed that four 
had not submitted the required statements with respect to the administration of 
band revenues and, where applicable, public moneys in 1969-70. Of the 201 received, 
87 were qualified by the auditors including 74, along with 107 others, in respect of 
which the bands had failed to satisfy one or more of the departmental instructions, 
such as preparation of a balance sheet, completion of the Department’s audit 
questionnaire and submission within three months of the fiscal year-end. In our 
review of departmental headquarters files we noted that the bands’ statement 
figures had not been reconciled with departmental records. It appears that in many 
instances the statement figures were not presented in a manner suitable for recon- 
ciliation. 


85. Losses due to inadequate security deposits. To ensure the fulfilment of 
commitments made by individuals and companies, the Canada Mining Regulations 
and the Canada Oil and Gas Land Regulations require the deposit of cash, bonds or 
an approved promissory note equal to the value of the exploratory work to be done. 
Up to July 1969, Canada bonds, including in some cases Canada 3% perpetual 
bonds which have been at a substantial discount on the market for many years, were 
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accepted at par value by the Department of Indian Affairs and Northern Develop- 
ment for security deposit purposes. Because the amount realized from the disposal 
of bonds in the case of forfeiture would sometimes be less than the value of the work 
to be performed, the Department has since July 1969 required that Canada bonds 
recelved as security be accepted at market value rather than at par value. However, 
it did not call for additional security in the case of bonds lodged earlier, with the 
result that during 1970-71 the Crown suffered a revenue loss of $23,600 when six 
holders of exploratory or prospecting permits failed to fulfil the terms of the permits 
and forfeited deposits of $59,800. Of the loss, $22,900 was attributable to the fact that 
only $21,700 was realized on disposal of Canada perpetual bonds, which had been 
accepted at their par value of $45,800. 


A parallel situation exists in the Department of Energy, Mines and Resources, 
which in August 1969 directed that in future bonds be accepted as guarantee deposits 
only at market value, but did not apply that requirement to deposits then held. 
Other departments and agencies accept Canada bonds as security at face value, and 
at least one department specifies in its tender form that the amount of the bonds to 
be deposited is to be based on their par value. 


In order to reduce the possibility of similar losses in future, the Treasury Board 
should direct that departments accept bonds as security only at market value and 
that holdings be reviewed periodically and supplemented when necessary to ensure 
that the then market value provides the amount of security required. 


86. Cost of maintaining closed residential school, Brantford, Ont. In 1964 the then 
Department of Citizenship and Immigration purchased from a religious organiza- 
tion a property known as the Mohawk Institute, a residential school for Indian 
pupils, which was surrounded by Indian land forming part of the Six Nations 
Reserve at Brantford. The Treasury Board, in approving the transaction, concurred 
in the understanding that the property was to be transferred to the Six Nations 
Band when no longer required for school purposes. 


The school was closed with effect from June 30, 1970. Its future was discussed in 
the House of Commons on November 25, 1971, indications then being that a detailed 
and final plan for use of the facility was still awaited. We have since been informed 
that the property is to become the responsibility of the Six Nations Band Council on 
April 30, 1972. Meanwhile, the Department of Indian Affairs and Northern Develop- 
ment has continued to bear the expense of maintaining the Institute, the cost from 
June 30, 1970 to December 31, 1971 being $95,700. 


87. Failure to collect revenue due to the Crown because of inadequate control over 
contracts. Under the Crown’s program to provide Canadian defence industry with 
financial assistance for product development and for the establishment of Canadian 
sources of supply, the Department of Supply and Services on behalf of the Depart- 
ment of Industry, Trade and Commerce has entered into agreements providing for 
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Crown contributions to approved projects. Although not required by the text of the 
vote providing the funds, the agreements generally include a repayment provision 
whereby, in certain circumstances, the Crown may recoup its contribution from 
profits realized by the contractor on production resulting from the project assisted 
or, alternatively, the contractor may reinvest an equivalent amount in further 
development work. In last year’s Report (paragraphs 73 and 74) we commented on 
the inadequacy of procedures in the Department of Industry, Trade and Commerce 


for the determination and collection of amounts which become due to the Crown 
under these agreements. We pointed out one instance where the failure of the 
Department to take prompt effective action resulted in the Crown not recovering 
$522,000 due from a contractor. We also suggested that a statement of general 
procedures was required to effect co-ordination of the activities of the Department 
with those of the Department of Supply and Services. 


During the year the procedures of the Department of Industry, Trade and 
Commerce in the control over revenue which may become due to the Crown under 
assistance agreements showed little improvement and no statement of general 
procedures required to effect co-ordination of the complementary roles of the two 
Departments was issued. However, both of these areas are being considered by the 
Department. 


In August 1971 the contractor referred to in paragraph 74 of last year’s Report 
agreed to pay the $522,000 due to the Crown in weekly instalments of not less than 
$1,000 commencing October 1, 1971. 


88. Grant to Standards Council of Canada. Included in the Main Estimates 
for 1970-71 which were tabled in the House on February 11, 1970 was provision for 
payment from Industry, Trade and Commerce Vote 5 of a 


Grant to assist in establishing a national standards association ....... $190,000 


This Vote 1s provided for in Appropriation Act No. 3, 1970, 1969-70, c.46. 


On October 7, 1970 Royal Assent was given to the Standards Council of Canada 
Act, R.S. (1st Supp.), c.41, which established a corporation to be known as the 
Standards Council of Canada. Section 17 of the Act provides that: 


All amounts required for payment of salaries and other expenses under this Act, including 
expenses of administration, shall be paid out of money appropriated by Parliament for the 
purpose. 


On February 11, 1971 an amount of $155,000 was charged to Industry, Trade and 
Commerce Vote 5 as a “grant to assist in establishing a national standards associa- 
tion’ and was credited to the Department of Industry, Trade and Commerce 
suspense account. From the suspense account, salaries and other expenses totalling 
$21,000 were paid out up to March 31, 1971 leaving a balance of $134,000 in the 
suspense account at that date. 
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A number of corporations have a section in their Acts with wording similar to 
section 17 quoted above. Invariably the expenses of these corporations are paid from 
the Consolidated Revenue Fund as a charge to a departmental appropriation. In 
our opinion the making of this grant to the Council, with the portion of the grant 
which was not required for expenses being retained in a departmental suspense 
account, was irregular and contrary to the lapsing provisions of section 30 of the 
Financial Administration Act. 


89. Taxation of recaptured capital cost allowance with respect to vessels sold. On 
December 10, 1949 Royal Assent was given to The Canadian Vessel Construction 
Assistance Act, 1949 (2 Sess.), c.11 , an Act to encourage the construction and 
conversion of vessels in Canada. The inducement for the construction and conver- 
sion of vessels took the form of permission to write off the capital cost as expense for 
income tax purposes 1n a much shorter period of years than is normally the case. 


When a vessel or any other capital asset 1s disposed of for more than its book 
value (its cost less the amount of capital cost allowance claimed as an expense for 
income tax purposes), any excess of the selling price over the book value ordinarily 
becomes taxable in the hands of the former owner. However, to further encourage 
the construction and conversion of vessels in Canada, the Act exempted such 
“profits”? on the sale from the provisions of the Income Tax Act, R.S. 1952, c. 148, 
“to the extent that they [the proceeds of disposition] are used for replacement under 
conditions satisfactory to the Canadian Maritime Commission”’. 


An amendment (1957-58, c. 12) to The Canadian Vessel Construction Assistance 
Act, assented to.on December 20, 1957, extended the exemption from the Income 
Tax Act by permitting the former owners to deposit an amount at least equal to the 
tax that would normally be payable on the proceeds of disposition and by further 
providing that all or any part of the deposit ‘‘may be paid out to or on behalf of any 
person who, under conditions satisfactory to the Canadian Maritime Commission 
and as a replacement for the vessel disposed of, acquires a vessel .. .” 


The Canadian Vessel Construction Assistance Act was repealed in 1966-67 by an 
amendment (1966-67, c.91) to the Income Tax Act, and at the same time there was 
incorporated in the Income Tax Act a similar provision reading as follows: 


20. (16) All or any part of a deposit made under subparagraph (ii) of paragraph (a) of 
subsection (12) or under the Canadian Vessel Construction Assistance Act may be paid out to 
or on behalf of any person who, under conditions satisfactory to the Minister of Industry and 
as a replacement for the vessel disposed of, acquires a vessel before 1974... 


In 1965 a Canadian shipping company deposited with the Department of 
Industry, Trade and Commerce an amount of $2,506,000 representing the income tax 
that would normally have been payable with respect to the proceeds of the sale of a 
large ocean-going vessel. Subsequently, a total of $364,000 was released to the 
company in consideration of costs incurred in the conversion of two other vessels 
owned by it. 
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Up to March 31, 1971 a further $2,141,000 had been released to 32 other owners 
of vessels in consideration of expenditures by them on the conversion of three ships 
and on the construction of 30 fishing boats, 27 boom boats, 14 barges, 7 tugs and 1 
work boat. One of the owners to whom a total of $1,622,000 was released in 
connection with the construction of 14 barges and 2 tugs was Northern Transporta- 
tion Company Limited, a Crown corporation. The money was released to a bank as 
a trustee in three amounts between November 1969 and February 1970, and the bank 
disposed of the amounts on instructions from Northern Transportation Company 
Limited, as follows: 


Remitted’to thé original depositors). 4t.4— dk ee aeto Oe 4 hing oe eee eee eye tens $ 1,096,000 
Remitted to Northern Transportation Company Limited. ............... 0.00 eee eeees 510,000 
Remitted to a broker who negotiated the transactions. .............. cc cece eee ee ence 16,000 


$ 1,622,000 


Presumably the remainder of the $2,141,000 when paid out was similarly divided 
among the depositor, the persons having the vessels constructed or converted, and a 


broker. 


Attention is drawn to this legislation because its intent seems to have been to 
encourage ship construction or conversion in Canada by means of income tax 
concessions, while at the same time protecting the Crown from loss of income tax 
when a person sells a ship without providing a replacement. From the disposition 
that has been made of the amount of $1,622,000 it 1s not clear 


(1) how the return to the depositor of the equivalent of income tax amounting to $1,096,000 in any 
way encouraged ship construction or conversion 1n Canada. 


(2) how the receipt of $510,000 by Northern Transportation Company Limited in any way 
encouraged ship construction or conversion in Canada. This Company required the additional 
tugs and barges in its work and as a Crown corporation it could have been expected to obtain 
them in Canada in any event. 


(3) how a fleet of tugs, boats and barges can be considered a replacement for the substantially 
larger ocean-going vessel that was disposed of. 


During the year a total of $4,652,000, which ordinarily would have been payable 
as income tax, was deposited in the account by 42 depositors, $487,000 was returned 
to 17 depositors and $4,625,000 was paid to, or transferred to the credit of, 150 other 
shipowners. The balance at March 31, 1971 was $3,391,000. The $24,000 difference 
between this figure and the amount appearing in the Public Accounts is due to an 
error of this amount in the Public Accounts offset by a similar error in the asset item 
“Securities held in trust”’. 


The amount of $3,391,000 1s held with respect to 63 depositors and transferees. 
Most of the deposits are in the form of bonds and many exceed the amount that is 
required to be on deposit. Because of the manner in which the deposit accounts are 
kept they do not readily disclose the total excess deposits which must be paid out on 
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demand or the total of the income tax equivalent deposits which are required to be 
on deposit until ship construction or conversion is complete. 


Parliament does not recelve any report on the operations under the legislation 
nor on its effectiveness in encouraging the construction or conversion of ships in 
Canada. A review might well be appropriate. 


90. Lack of co-ordination, planning, quality control and effective marketing in 
Government publishing. In our 1968 Report we referred to the need for effective 
planning in the printing of government publications for sale or free distribution and 
cited five instances where losses had resulted. 


In our 1969 Report we gave seven examples of the over-estimating of sales 
potential leading to excessive stocks on hand. These indicated the need to have 
procedures available for the timely introduction of promotional campaigns and 
price adjustments designed to recover the maximum amount from the sale of 
publications and to keep storage costs to a Minimum. 


In our 1970 Report (paragraph 168) we referred to the disposal, mainly as scrap 
paper, of 3,000,000 copies of publications with a retail value of about $2.5 million. 
These represented 18,000 titles out of a stock on hand of 50,000 titles with a retail 
value of about $7 million. We gave nine examples of publications which were 
disposed of and two examples to illustrate how surplus stocks sometimes occur. 


For several years (paragraph 291 in 1970) we have commented on the lack of 
adequate control over stocks of publications held for sale, and have pointed out that 
because Inventory records are not complete, there 1s no way of relating cost of sales 
to sales. 


Since the Royal Commission on Government Organization presented its report 
on printing and publishing services in 1962, there have been 15 studies on the 
printing and publishing activities of the Government. Despite these studies, the 
underlying problems have not been corrected. The latest study report presented in 
August 1971 stated that the responsibilities for the publishing functions have been so 
diffused that in practice there has been little co-ordination, planning, quality 
control or effective marketing. To this we might add that the financial controls are 
inadequate for the protection of the Crown against loss. 


For a summary of the publishing activities carried out by Information Canada 
during the year, see paragraph 341 of this Report. 


91. Examination of Canada Manpower Centres and Regional Offices. In para- 
graph 78 of our 1970 Report we commented on weaknesses in the control of 
transactions that had been disclosed in our examination of 33 of the 338 Canada 
Manpower Centres and five Regional Offices across Canada. These weaknesses 
related to: the determination of eligibility for, and the payment of, occupational 
training allowances, manpower mobility grants and adjustment assistance to 1mm1- 
grants; misuse of mobility grants; payment of mobility grants on appointment to 


62 REPORT OF THE AUDITOR GENERAL — 1971 


the Public Service of Canada; and inadequate accounting for, and collection action 
on, recoverable assistance and overpayments of allowances. These matters were 
brought to the attention of the Department and amended procedures had been 
issued correcting many of the weaknesses and the remainder were being studied. 


During the year a further 20 Canada Manpower Centres were examined and we 
again reported to the Department weaknesses in the determination of eligibility for, 
and the payment of, occupational training allowances, manpower mobility grants 
and adjustment assistance to immigrants. We also drew the Department’s attention 
to weaknesses in the control of cash receipts and in the operation of departmental 
imprest bank accounts. All of these matters are being studied by the Department. 


92. Inadequate liaison between the Department of Manpower and Immigration and 
the Unemployment Insurance Commission. In previous years (paragraph 79 of our 1970 
Report) we stated that the number of disqualifications of persons claiming benefits 
under the Unemployment Insurance Act, R.S., c. U-2, for refusing to accept suitable 
employment or for neglect of opportunity for work, had declined steadily from 
21,299 in 1964-65 to 2,024 1n 1968-69 and that this decline represented a drain of some 
$3 million on the Unemployment Insurance Fund in 1968-69. Because disqualifica- 
tions under these conditions can usually be imposed only on the basis of reports of 
job refusals submitted by manpower counsellors, this reduction in the number of 
disqualifications was a direct result of inadequate liaison between offices of the 
Unemployment Insurance Commission and manpower centres of the Department of 
Manpower and Immigration. The following were among the matters noted: 


(1) many persons drawing unemployment insurance benefits were not registered in manpower 
centres: 


(2) numerous employment registrations took the form of alphabetically-filed name slips which 
could not be readily matched against job vacancies; 


(3) regular contact was not maintained between manpower centres and registered claimants; 


(4) the Commission offices were not notified when manpower centres were aware of or had 
arranged for placement; and 


(5) information on restrictions imposed by claimants on desired wages, hours, locale or acceptable 
types of employment, which might ordinarily be the basis for disqualification, was no longer 
available to Commission interviewers and insurance officers. 


We also stated last year that, following studies by officials of both the Department 
and the Commission, revised procedures had been introduced with the aim of 
eliminating ineffectual paper work and duplicate registrations and, at the same 
time, providing more effective enforcement of the Unemployment Insurance Act. 


Officials from the Department of Manpower and Immigration appeared before 
the Public Accounts Committee on April 6, 1971 during its review of comments along 
the above lines in our 1969 Report. The departmental witnesses outlined new 
procedures which had been introduced to remedy the defects arising from the 
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inadequate liaison. In its Sixth Report 1970-71, presented to the House on June 30, 
1971, the Committee stated that 1t had heard evidence that improvements had been 
nade. 


These new procedures were implemented in October 1970. The number of 
disqualifications for refusal or neglect of opportunity for work has increased to 2,438 
for a year but our examinations of six of the 67 Commission offices subsequent to 
the introduction of the new procedures disclosed that weaknesses in liaison still 
existed. 


93. Understatement of expenditure for manpower training allowances. Vote 10 of 
the Department of Manpower and Immigration makes provision for payment of the 
training allowances set out in sections 7, 8 and 9 of the Adult Occupational Training 
Pret, No, Cc. A-z. 


In previous years the allowances paid in early April, covering periods in two 
fiscal years, have been pro-rated between the years. The Department calculated that 
the allowances paid in April 1971, which were applicable to 1970-71, amounted to 
approximately $4.5 million. However, only $1.8 million was charged to the 1970-71 
appropriation while the remaining $2.7 million was charged to the 1971-72 
appropriation. 


If the full amount of $4.5 million applicable to 1970-71 had been charged to 
Vote 10, the appropriation would have shown an overexpenditure as only $210,000 
was available at the year-end. Furthermore, the amount of $2.7 million is not 
included in the “Summary of Accounts Properly Chargeable to the Fiscal Year 
1970-71 but Carried Over to the Fiscal Year 1971-72”’, which appears on pages 11.23 
to 11.25 of Volume I of the Public Accounts for 1970-71. The Department feels that 
this Summary refers only to goods received or services rendered but 1n our opinion it 
should include all amounts applicable to the year which were payable during the 
year or in the thirty days immediately following the end of the year. 


94. Contributions in respect of expenditure by the provinces on training facilities. 
Under agreements with the provinces (and the territories) authorized by the Techni- 
cal and Vocational Training Assistance Act, 1960-61, c.6, and its successor, the Adult 
Occupational Training Act, R.S., c. A-2, Canada has contributed $1,070 million to 
the provinces in connection with technical and vocational training and occupational 
training facilities. The entitlement of each province, as set out in section 21 of the 
Adult Occupational Training Act, was based on the youth population in 1961 which 
is defined as the number of persons in the age group of fifteen to nineteen years of 
age inclusive. The following table shows the entitlement by province, the amount 
claimed under the Act and paid from annual appropriations as a contribution 
towards provincial expenditure, and the unclaimed balance: 
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Unclaimed 
Entitlement Payments balance 

OEDEG Sh U4 wicca sa ah a eeB eae Vent ay den he $ 373,941,000 $ 296,289,000 $ 77,652,000 
COLATIO Nd aco Se ae 0 oe ns PRS On arcs we 349 , 507 , 000 349 , 507 , 000 _ 

British) Columbias Sind. oo eeciee « Oh hie eee 90,122,000 64,521,000 25,601,000 
A Ter baits ¢ Satan act sun ek GORE ech AR te aa eiea abd: 79 , 203 ,000 79 ,093 , 000 110,000 
DPASKALCHO WAT Wi... dhal'acie fh ane telah any tine et aos ae 58 , 291,000 40,254,000 18,037,000 
IVT ATH GOLE csc cdetdt i < aeo RPA Bech Si seta Ny te 56 , 647,000 30,915,000 25,732,000 
INVA COLDS « Sains at Gea Rerted 0 Peal ret een 51,391,000 41,238,000 10,153,000 
INE WHETURS WICK ceo. Wha 5 Oe ates Rite Wes So 42,811,000 33,018,000 9,793 , 000 
ING NELONINCLAIIG 325 1S fs ccna dts ceak taken aig kN 35 , 063 , 000 22 ,398 , 000 12,665,000 
PRICE MUG WAG CIOIANG «i.e haewitea eer iat oc hate 7,100,000 4,077,000 3,023,000 
North wesc Lerricories..;.00 eis ee eee where me ae 1,359,000 70,000 1,289,000 
Yukon Lerstoryunt dirt epee! SSS 958 , 000 958 , 000 — 


$ 1,146,393,000 $ 962,338,000 $ 184,055,000 


Following a decision to accelerate the phase-out of the program, Manpower and 
Immigration Vote 10a, Appropriation Act No. 4, 1970, 1970-71-72, c. 4, authorized the 
Minister of Manpower and Immigration to enter into agreements with any province 
for contributions in 1970-71 and 1971-72 in respect of capital expenditure by the 
province on occupational training facilities in the years 1970-71 to 1974-75 inclusive. 
Pursuant to these agreements, the following payments were made in the final 
months of 1970-71: 


CONCHOOLA ome Sh ae tie rig Ue eo aces eee RL ETE ON SRE eee PRR ee ne ne OR eed $ 49,150,000 
IVE STICODA SEER. ee R Chie ee tees 8 2 och ae te Oe Mah eh. uae Vera eee 5 es ae aes eee 13,000,000 
DTICISH COMI DIS 0, oa et Ce. wee ee te Oe RE eck Cee. Miwond. ar Sane ae ee 13,000,000 
MASKStGneWwan Thi? Pela ehal sc be Ls a ee, Se ee res Pave ee te ener: 10,336,000 
New fornia fae ai Os ee etal ase A elie | Bs 7 OL ike ae ee 8,535,000 
INOW eas COU Le Oe caer, Le Shia ee aca ed Hire sae eis stage ee ROP ee eN ESE eee ee 6,000,000 
News RULSVRICK ts thea Aion Anerd eed is dad BERNE me MMe oe Ghd GRR oe Et eee cee 4,896,000 
PrincesKdwardslsland gachet pce YA et SEP halls oe Bi dae) 5. OE bia aetna tom 2,145,000 
Norgliwest .enrivorigden)<iwehy Petal. ute used ae Melee AN paA iA oe © Uo oo as cee ee 800, 000 


Po! 9° 0 A yippasil pln Grud, 5 Lk ae tela et ls hich dt ed ea aed cheba PMN ghee Bae aed Mo Banya 110,000 


$ 107,972,000 


As the contributions are in respect of expenditures by the provinces in the five 
years 1970-71 to 1974-75, the payments largely represent interest-free loans to the 
provinces. 


The amounts of $13,000,000 paid to British Columbia and $6,000,000 paid to 
Nova Scotia were charged to the 1970-71 appropriations of the Department of 
Manpower and Immigration although there was no liability for payment in that 
year. The covering agreements were not drawn until April 5, 1971 and were accepted 
by the Provinces on April 20 and 26, 1971 respectively. 


The Department followed the practice under the first phase of the program of 
having provincial records examined by the Audit Services Bureau of the Depart- 
ment of Supply and Services to ensure that contributions were being made only with 
respect to expenditure by the provinces that qualified under the program. However, 
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when the accelerated phase-out of the program was initiated, the examination of 
provincial records was immediately discontinued on the grounds that any expendi- 
ture that might be disallowed for purposes of claim under the first phase of the 
program would only increase the amount payable under the phase-out, up to the 
full amount of the entitlement provided in section 21 of the Adult Occupational 
Training Act. As a result, approximately $105 million in claims under the first phase 
of the program are not being examined by the Audit Services Bureau, and adjust- 
ments arising from their previous examinations that had not already been offset 
against claims have been ignored. A consequence of this is that provinces have been 
reimbursed for expenditure that does not qualify for sharing, such as provincial sales 
tax, or for which they may have been subsequently reimbursed, such as federal sales 
tax. Further, the provinces might not construct all of the facilities for which Canada 
has made a contribution. 


95. Cost of the National Arts Centre, Ottawa. In previous Reports (paragraph 80 
in 1970) we have referred to the substantial increase from $18,223,000 to $46,426,000 
in the estimated cost of construction of the National Arts Centre, and the exclusion 
of the Centre itself from the recorded assets of the National Arts Centre 
Corporation. 


During the year $93,000 was expended bringing the accumulated capital outlay 
on the Centre to March 31, 1971 to $45,175,000. This amount was provided by annual 
appropriations of the Secretary of State which have also provided a total of $998,000 
for equipment, bringing the total cost to $46,173,000. Although the Centre was 
officially opened in May 1969, a final certificate of completion has not yet been 
issued by the Department of Public Works. 


The Centre itself is still not included among the assets of the Corporation. It 1s 
rented from the Crown under a twenty-year lease signed during the year. Under the 
terms of the lease, the Corporation is responsible for maintenance and operation of 
the building but is not required to pay rent or to provide for interest and deprecia- 
tion charges. Consequently, the accounts and financial statements of the Corpora- 
tion do not reflect the complete cost of operating the National Arts Centre. (See 
paragraph 358 of this Report.) 


96. Rent under lease agreement not collected in full. Paragraph 84 of our 1970 
Report referred to the failure of the National Capital Commission to enforce the 
terms of a lease that it had granted on October 15, 1967 for a fully furnished hotel in 
Ottawa and to the small portion of the rent that had been collected, even after the 
monthly rental rate had been reduced substantially. 


By October 31, 1971 the anticipated rental of $84,000 based on the rate stipulat- 
ed in the lease had been reduced to $34,000 through the reduction in rate, of which 
$4,600 had been received covering the period October 1967 to April 1968. The status 
of the tenant’s account with the Commission at October 31, 1971 was: 
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Rental from: October 15) 1067. to October S1F 971g 7 Ae. ee ee ees $ 34,000 
‘Taxes. recoverable fromthe tenant: aw. tab een eer ee os ee ieee bk 46 ,000 
Water charges recoverable from the. tenant... i250... 0.05-s ages ete 2,700 
PATRING NOt TEntAl ees Se eee a Le eer ee Le oe eee tO RE TS Mee COIs: ae mee eee 1,350 
$ 84,050 
Less: 
AdlOowance Lo-COVer TEHOV ALON COSTS. wteea cc he PAE et sie ce ene 28 , 000 
Rental paid: by tenants Ge suse one oe COE EL, Ape Oe ese te eee ae meee 4,600 
32,600 
Amount owing by tenant’at: October 31, 1971.3. oo ee ea. eee nee $ 51,450 


Following studies of the operation of the hotel and of its potential by two 
consultants, a new lease was signed for a five-year period effective November 1, 1971 
under which the tenant is required to pay a monthly amount of $2,200 to be applied 
as basic rent $700, current taxes $1,000, and arrears $500. The tenant was also 
required to make a payment of $5,000 in November which was applied against the 
arrears owing by him. The new lease contains a clause whereby failure to make the 
required payments constitutes default and termination of the lease and the Commis- 
sion may re-enter and take possession of the premises without further notice. 


97. Costs arising from reconveyance of an expropriated property to the original 
owner. As part of a redevelopment project in the area adjacent to Confederation 
Square in Ottawa, the National Capital Commission in 1965 expropriated all 
properties in the city block east of the Square. Prior to settlement for one of the 
properties, the Commission decided that the estimated cost of $2.5 million was high 
in relation to the contribution that the property would make to the project and, with 
the approval of the Governor in Council, the property was reconveyed to the 
original owner in 1970, with the covenant that the owner would co-operate with any 
future plans of the National Capital Commission for the development of the area. 
The owner was paid $32,300 as compensation for expenses arising out of the 
expropriation and for release of all claims arising therefrom. 


The Commission also incurred appraisal costs of $12,200 in respect of the 
property, bringing the total non-productive expenditure to $44,500. 


98. Questionable pension awards under ‘Plan Restore’. In previous Reports 
(paragraph 87 in 1970) we have commented upon the number of servicemen being 
retired by the Department of National Defence with immediate annuities at an 
early age. 

In April 1970, with the approval of the Treasury Board Secretariat, the Depart- 
ment introduced ‘‘Plan Restore” to reduce the strength of the regular force by 2,175 
men in nine trades in which a surplus was forecast for 1973. While no man was 
required to leave his trade, all were given an opportunity to indicate their willing- 
ness to be released to promote economy or efficiency. In addition, men with a rank 
of corporal or below, and with six or more years to serve before reaching compulsory 
release age, were invited to apply for remuster to one of a number of trades in which 
openings existed. 


rr 
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An interim report on the results of ‘‘Plan Restore”’ disclosed that 557 men had 
asked to be remustered to new trades and that 1,153 others would be released by 
October 1971 in accordance with their expressed preference; the remaining surplus of 
465 men is to be reduced gradually through normal! attrition. By March 31, 1971, 331 
men had been released under the Plan; of these 113 between the ages of 27 and 40 
are recelving Immediate annuities ranging in amount from $807 to $3,782. 


Under the Canadian Forces Superannuation Act, R.S., c. C-9, an annuity 
cannot be paid to a contributor with less than ten years service in the regular force 


while a contributor with longer service 1s entitled to an annuity as follows: 
Minimum years 


Reason for retirement of service Type of annuity 
JVs gat UE a 9 a 10 Immediate annuity 
MIRE eee ee oo ake eo 10 Immediate annuity 
Economy or efficiency.......... 20 Immediate annuity 
10 With the consent of the Treasury Board, an 


immediate annuity reduced until age 65 by 
5% for each full year up to 6 by which his ser- 
vice is less than 20 years or his age is less than 
the retirement age applicable for his rank, 
whichever is the lesser 


INIISCODGUEYY ai a ete ius © one eaten 10 With the consent of the Treasury Board, the 
whole or part of any annuity specified by the 
Board to which he would have been entitled 
had he been retired to promote economy or 
efficiency 


Other reasons— 
OCIICCD ee tree ce eo. 20 Immediate annuity reduced by 5% for each 
full year by which his age is less than the 
retirement age applicable for his rank 


ITAA S ayy ogee PEARS es mort 25 Immediate annuity 
20 Immediate annuity reduced by 5% for each 
full year by which his service is less than 25 
years or his age is less than the retirement age 
applicable for his rank, whichever is the lesser 


Releases under ‘“‘Plan Restore”’ rely on section 10(8) of the Act which provides 
benefits for a contributor who is compulsorily retired from the regular force to 
promote economy or efficiency. The release of men under “Plan Restore” will 
undoubtedly promote economy or efficiency, the men being surplus to require- 
ments; however, the word ‘‘compulsorily”’ is difficult to reconcile with the alterna- 
tives offered. 


The Treasury Board Secretariat appears to have ignored this difficulty when it 
sent the following reply to the Department’s request for Treasury Board concurrence 
with ‘“‘Plan Restore’’: 


With respect to Treasury Board’s consent to an immediate or deferred annuity for servicemen 
with more than ten and less than twenty years of service and who are retired, I fully appreciate 
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that you are avoiding “forced attrition” but, since the options you are affording your men 
derive from Government policy which is designed to produce substantial economies, the 
retirements you make in the period October 1, 1970 to October 1, 1971 can be characterized as a 
direct expression of that policy, and I foresee no problem insofar as annuities are concerned, 
provided you identify each retirement as compulsory to promote economy or efficiency. 


The Canadian Forces Superannuation Act requires that a board, known as the 
Service Pension Board, ‘‘determine, in the case of any contributor who 1s retired 
from the regular force, the reason for his retirement ... and upon certification 
thereof the contributor shall be presumed, prima facie, to have been retired ... for 
that reason’’. The Board’s determination in ‘“‘Plan Restore’’ cases has been that the 
member was ‘‘compulsorily retired from the regular force to promote economy or 
efficiency”. 


99. Overpayments to Servicemen not recovered on their release. At March 31, 1971, 
461 former members of the Forces owed the Department of National Defence a total 
of $84,000. (See paragraph 247 of this Report.) The individual balances arose mainly 
from departmental administrative errors and from claims by members for allowances 
to which they were not entitled. During the year the Department deleted from its 
accounts debts totalling $6,500 owed by 45 former members. 


The Department has the authority under the Canadian Forces Superannuation 
Act, R.S., c. C-9, to recover any debit balance in the pay account of a former member 
of the regular force, whether the balance existed at the time of his retirement or was 
ascertained after that time. The Regulations provide that recovery may be made 
elther in a lump sum, from a return of pension contributions or a cash termination 
allowance; or from an annuity, by monthly instalments in an amount equal to 10% 
of the net monthly annuity. No interest is charged on unpaid balances. 


The balances outstanding at the year-end ranged from a few cents to over 
$6,000. A total of $55,200 was owed by 278 annuitants, over 50% of whom had been 
released during the year. All but $9,000 is expected to be repaid before 1980, but the 
last instalment 1s not due until the year 2001. Of the remaining 183 accounts which 
are not secured by annuities: 26 accounts totalling $5,100 were considered to be 
current by the Department although no payment had been received on 11 of them 
during the six-month period preceding the year-end; 50 accounts totalling $15,000 
had been referred to legal officers to consider initiation of claims action; and 107 
accounts totalling $8,700 to which the Crown does not have a legally enforceable 
claim were held in ‘‘suspense’’. 


The success of the Department in recovering a debit balance in a pay account 
depends to a considerable extent on when the indebtedness is determined. Presently, 
because of a backlog of work, the departmental audit of pay accounts usually takes 
place after the member has been released, and when recovery of an overpayment 
cannot be made from regular or termination pay. We have recommended to the 
Department that consideration be given to a preliminary audit of these accounts 
before the member commences his terminal leave thus improving the possibility of 
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recovery from payments still due him. We are of the opinion that consideration 
should also be given to amending the Canadian Forces Superannuation Regulations 
to increase the rate of recovery from an annuity payable to a member who has either 
fraudulently obtained or knowingly accepted overpayments of pay and allowances. 


100. Lack of verification of continuing eligibility for Service annuities. Currently 
more than 35,000 cheques are mailed monthly to pensioners under the Canadian 
Forces Superannuation Act, R.S., c. C-9, and the Defence Services Pension Con- 
tinuation Act, R.S., c. D-3. Payments made in 1970-71 totalled $91.3 million. Prior to 
1969, a request for a declaration of status was sent with the pension cheque once in 
each year as a means of checking on the possibility of payments being continued 
after annuitants died, widows remarried, children reached maturity or pensioners 
were employed in the Public Service. The latest complete circularization was carried 
out in 1968. In April 1969 requests were sent out but there was no follow-up on 
declarations that were not returned. 


In our view periodic confirmation of eligibility for an annuity is essential. In 
order to establish the continued existence of an annuitant, the obtaining of life 
certificates has always been a requirement in most Commonwealth countries. In the 
United Kingdom the obtaining of life certificates is an established procedure of all 
governmental pension-paying authorities. 


101. Unrealistic meal charges to Canadian Forces personnel. In previous Reports 
(paragraph 88 in 1970) we pointed out that the revised pay structure established for 
the Canadian Forces in October 1966 was formulated on the concept that remunera- 
tion should be based on skill and responsibility, as is the case in industry, and that 
the subsidies inherent 1n the older pay structure should be removed. In keeping with 
this concept, the Department of National Defence introduced monthly charges for 
daily rations, which subsequently were increased in June 1968 to $56 for an officer 
and $46 for a man, except that while a man is serving on a ship or in the field or at 
other locations designated by the Chief of Defence Staff the rate 1s $36. We further 
noted that the Department calculates the average purchase cost of unprepared 
rations but does not compile the costs of transportation, warehousing, preparation 
and serving of meals, and other related expenses although these could represent a 
large part of the overall cost. We cited the results of our examinations at various 
messes which revealed in every instance that the cost of food and the salaries of the 
kitchen and dining room staffs alone exceeded the total amount charged the 
servicemen. We expressed the view that it was essential that, as a prerequisite to the 
establishment of reasonable charges, the costs of providing the service must be 
determined and a policy established to ensure that the cost 1s recovered to the 
maximum extent possible. Until this is done, there is a continuing subsidy which 1s 
contrary to the principles underlying the present pay structure. We also reported 
that the Department was attempting to formulate a new policy. 
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For the year ended March 31, 1971 the Department recovered about $9 million 
from meal sales and charges for rations provided to members on ration strength. The 
cost of food exceeded these recoveries by more than $7.8 million. The portion of this 
excess applicable to meals, which a commanding officer 1s authorized to provide free 
of charge to kitchen and dining room staff, certain members of the Reserve Force, 
recruits and in certain circumstances to various servicemen and civilians, cannot be 
readily determined as units are not required to report on free meals issued. However, 
on the basis of our own estimates we doubt that present charges for rations provided 
are sufficient to recover even the cost of food. 


The Department has not attempted to determine the overall cost of providing 
rations; however, during the year it completed a cost analysis of messes having an 
average ration strength of less than 17, and identified 29 of these as being 
uneconomical in view of the estimated costs of rations, staff, and operation and 
maintenance of the facilities. Pending consideration of other factors, such as opera- 
tional requirements and the impact of closure, a firm policy has yet to be 
established. 


In October 1971 a proposal was submitted to the Treasury Board recommending 
that monthly charges for rations be reduced to $50 for an officer and $41 for a man. 
This reduction is based on the premises that recovery of the costs of food, prepara- 
tion and dining room service should be commensurate with present costs to the 
Department, and that all servicemen should receive a standard abatement for 
absences from the mess for periods of 48 hours or more in place of abatements when 
actually absent for periods of seven days or more, the change from actual to 
standard abatements being introduced to reduce administration. In indicating 
approval of the proposal the Treasury Board Secretariat advised the Department in 
part as follows: 


We are aware of the Auditor General’s views that meal charges to Canadian Forces personnel 
are too low, and it seems to us that a full re-appraisal of meal rates is desirable to ensure that 
there is no unwarranted subsidy present. 


Needless to say, these proposed charges will not reduce the present subsidies. 


There is within the Department considerable opposition to the curtailment of 
messing facilities and the removal of any subsidies inherent in the present charges 
for rations. 


102. Subsidization of dental services provided to dependants. The Department of 
National Defence provides dental services to dependants of service personnel and 
other civilians at designated locations. Until January 1970, regulations issued under 
the authority of the National Defence Act, R.S., c. N-4, prescribed the charges for 
these services as those ‘“‘authorized from time to time for that type of dental 
treatment when made in respect of persons under the care of the Department of 
Veterans Affairs’. The charges were periodically amended on the advice of the 
Department of Veterans Affairs until July 1968 when that Department adopted a 
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schedule of fees equivalent to 90% of those specified in schedules of the various 
provincial dental associations. The Department of National Defence did not similar- 
ly increase its charges for dental services but in August 1968 recommended to the 
Treasury Board that the regulations be amended to provide an immediate increase 
in charges for dental services of 35% with a further increase of 30% in two years 
time. The Department estimated that an increase of 65% over the fees established in 
1966 would cover departmental costs and proposed the phased increase ‘‘to avoid 


hardship”’. 


In April 1969 the Treasury Board noted that the general policy was to charge 
commercial rates for services where they could be determined, and that as military 
personnel receive pay comparable to that of their civilian counterparts, they should 
also bear the same costs as civilians in respect of dental care for their dependants. A 
series of discussions between the Department and the Treasury Board followed and 
in January 1970 the regulations were revised giving immediate effect to a 35% 
increase in the charges and providing for a further increase of 30% on April 1, 1970 
and the adoption after March 31, 1971 of the charges set out in the provincial dental 
association fee schedules. 


However, on February 18, 1970 the Prime Minister advised the House of 
Commons that, because of inflationary pressures, the Government intended to forgo 
the introduction of new and increased fees. The Department was subsequently 
advised by the Treasury Board that in accordance with this policy the proposed 
increase of 30% in charges for dental services on April 1, 1970 had been cancelled. 


In December 1970, the Government eased its voluntary price restraint and the 
Treasury Board authorized a limited number of increases in fees and charges for 
Government services but generally reaffirmed the continued application of 
restraints to all departments and agencies. The Board did indicate, however, that it 
was prepared to consider submissions for increases where the reasons were particular- 
ly good. 


The charges levied by the Department in respect of dental services provided to 
dependants and other civilians during 1970-71 amounted to $129,000. In April 1971, 
the Department estimated that adoption of the Ontario fee schedule would result in 
an increase of 130% in recoveries while adoption of the Alberta fee schedule would 
result in an increase of 68% in recoveries. However, no proposal to implement an 
increase has been submitted for consideration by the Treasury Board and depend- 
ants of service personnel and other civilians continue to benefit from the Depart- 
ment’s subsidization of this service. 


103. Canadian Forces Exchange System. In June 1969 the Treasury Board 
approved the following main guiding principles with respect to public support of 
facilities such as messes, recreational facilities and sales outlets operated by the 
Department of National Defence: 


1. A reasonable level of goods, services and recreational facilities should be available to Canadi- 
an Forces personnel in their areas of service. Where those levels are inadequate, the Depart- 
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ment’s responsibility as an employer, to ensure their availability where practicable and 
desirable, may be discharged through a system of non-public fund organizations. 


2. The operation of a Canadian Forces Exchange System and the associated non-public fund 
organizations may be supported from within the departmental resources of personnel and 
property, including accommodation, and by the provision of transportation, communications 
and other services. 


3. A portion of the revenues generated by the System may be applied to provide a reasonable 

level of recreational and community services. 

The Canadian Forces Exchange System (CANEX) 1s a non-public fund organi- 
zation which is responsible for the operation of sales outlets at Canadian Forces 
bases throughout Canada, aboard Canadian Forces ships and in Germany. Section 
38 of the National Defence Act, R.S., c. N-4, provides that such an operation 1s not 
subject to the provisions of the Financial Administration Act and that: 


Non-public property accounts shall be audited as the Minister may from time to time direct. 


The Auditor General does not audit the accounts of the Canadian Forces 
Exchange System or any non-public property accounts, with the exception of the 
national benevolent funds. 


104. Subsidization of non-public fund activities. In paragraph 93 of our 1970 
Report we referred to the subsidization by the Department of National Defence of 
non-public fund activities amounting to $10.7 million annually, to the Department’s 
proposal to determine the cost of the subsidization at each Canadian Forces base 
and to a departmental policy calling for a reduction of approximately $5 million or 
47% in its annual cost. Implementation of this proposal is planned over a three-year 
period, so that it will be fully effective in April 1973. 


The Department undertook to report annually to the Treasury Board the extent 
to which non-public fund activities have been subsidized. However, as the required 
information is not yet complete, we are unable to ascertain the extent to which 
subsidization has been reduced. 


We also noted last year that the extent to which recreational facilities should be 
provided from public funds was to be the subject of a separate study the results of 
which would also be submitted to the Treasury Board. This study has not yet been 
completed. 


105. Charges for Crown-owned accommodation. In paragraph 94 of our 1970 
Report we drew attention to the charge of 10 cents a square foot per month for space 
provided by the Department of National Defence to civilian concessionaires under 
leave and licence agreements for the operation of grocery stores, snack bars, barber 
shops, credit unions, etc. for the benefit and convenience of service personnel at 
defence establishments. We noted that the charge had been established in 1960 and 
that 1t was less than that applicable for space in excess of authorized scales which is 
used for non-public fund activities such as messes and sales outlets. The Department 
was reviewing the matter. 
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In paragraph 104 of this Report we refer to the Department’s proposals for 
identification of the extent of subsidization of non-public fund activities and fora 
reduction of approximately $5 million or 47% in its annual cost. Implementation of 
these proposals included, with effect from April 1, 1970, the transfer to the non-pub- 
lic fund organization at each base of responsibility for the control of civilian 
concessions such as grocery stores, snack bars and barber shops operating as part of 
or in conjunction with non-public fund resale activities, together with the associated 
rental revenue. Any space provided for such concessions is now included in the 
determination of the total space provided for non-public fund resale activities with 
charges for space in excess of authorized scales at $1.37 per square foot per annum 
being paid to the Crown by the non-public fund organizations. However, rental 
charges for certain other civilian lessees, mainly banks and credit unions, continued 
at 10 cents a square foot per month payable directly to the Crown. We have now 
been advised that these leases are being renegotiated with a view to charging 
economic rentals. The implementation of revised rental charges is expected to be 
complete by March 31, 1972. 


106. Unauthorized use of Crown-owned vehicle. In past Reports attention has 
been drawn to a number of accidents in which National Defence vehicles were 
involved while being driven without authority. Costs borne by the Crown in 
settlement of third party claims have been substantial. A case noted during the year 
involved a serviceman on a training exercise in Jamaica who, while using a 
departmental vehicle without authority, collided with a privately-owned automobile 
injuring the five occupants, two of whom died as a result of the accident. 


The serviceman was tried by a general court martial on five charges of criminal 
negligence and one of unauthorized use of a vehicle of the Canadian Forces. 
Evidence at the trial disclosed that he was under the influence of alcohol and 
driving on the wrong side of the road at the time of the accident. He pleaded guilty 
to unauthorized use of the vehicle, was found guilty on the criminal negligence 
charges and was sentenced to imprisonment for six years. Also, as required by service 
regulations, he was reduced in rank from corporal to private. The sentence was 
reduced in September 1970 to detention for two years less one day and was 
suspended in March 1971 when the serviceman returned to duty after serving 
thirteen months imprisonment. 


In settlement of claims submitted by the injured parties, the Department paid a 
total of $53,000 on an ez gratia basis. Of the total, $3,000 was paid in 1969-70 and two 
settlements totalling $50,000 were made in 1970-71 and are reported on page 30.18 of 
Volume II of the Public Accounts. In addition, expenditures amounting to $11,000 
were incurred for investigation services and $13,000 was paid for fees, travel and 
other expenses of persons required to be present at the court martial in Jamaica. Not 
included in these expenditures are return transportation charges for service person- 
nel who travelled between Canada and Jamaica on Armed Forces special service 
flights, and the pre-accident value, $154, of the departmental vehicle which was 
damaged beyond economical repair. 


74 REPORT OF THE AUDITOR GENERAL — 1971 


The Canadian Forces Administrative Orders, issued under the authority of the 
National Defence Act, R.S., c. N-4, state that personnel are subject to disciplinary 
action for making or ordering unauthorized use of motor transport and vehicle 
operators may be held personally liable for charges and damages, including those 
suffered by a third party. No attempt was made to recover from the serviceman any 
portion of the ez gratia payments or other charges. 


In our 1963 Report (page 38) we noted that the Department, following consider- 
ation of a similar case reported by us in the previous year, had considered the 
question of instituting recovery action against offenders. A departmental memoran- 
dum in August 1963 reporting on the result of this consideration put forward the 
view that since payments in respect of claims by third parties are made on an ez 
gratia basis in cases where accidents occur during the unauthorized use of depart- 
mental vehicles, regulations for recovery in such cases would not be justified, it 
being stated that “in view of the extremely limited applications for recovery by the 
Crown it does appear that there would be difficulty in justifying a departure from 
the common law position that the person who makes an ex gratia payment where 
there is no legal liability on him to do so gains no right of action for recovery from 
the person whose actions gave rise to the claim’’. There has been no change in the 
Department’s position in this regard. 


107. Prolonged development of the Canadian Forces pay system. In paragraph 90 
of our 1970 Report we drew attention to the development by the Department of 
National Defence of a new Central Computational Pay System to replace the three 
separate pay systems which were in use for the members of the Canadian Forces 
prior to integration. We noted that the new system was still in a developmental 
posture and that the prolonged development period had resulted in substantial 
escalation of development costs. We also stated that, for the time being, a weakening 
of internal control had occurred. In a request to the Treasury Board in October 1965 
the Department stated that among other benefits it expected annual savings of 
$800,000 in administrative costs once the computerized pay system was fully opera- 
tional. The development costs for the proposed system were estimated at $755,000. 
The new system was to be introduced in two phases: in Phase I, which began on 
July 1, 1967, the records maintained in Ottawa for control and audit purposes were 
replaced; and in Phase II, which had been expected to begin on July 1, 1968, the 
pay records maintained for each member at his unit were to be eliminated. 


At March 31, 1971 implementation of Phase II continued to be delayed causing 
further escalation of development costs. The Department’s accounts do not provide 
a record of the cost of development; however, the overall cost of the Central 
Computational Pay System amounted to about $8.8 million for the period July 1967 
to March 1971. While the separate records maintained at Ottawa for control and 
audit purposes and for the accumulation of pension and income tax data have been 
discontinued at a saving of about $2 million in this period, the new system has not 
yet replaced these records effectively. Departmental statistics for April 1971 dis- 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 75 


closed that 12% of the individual pay accounts in Ottawa showed amounts for net 
monthly pay entitlement that were different from the amounts shown in the 
accounts at the units. The comparative percentage in October 1970 was 12% but by 
June 1971 it had been reduced to 8%. A test examination of the 10,000 differences in 
individual pay accounts which existed at April 1, 1971 disclosed that 15% were a 
direct result of Central Computational Pay System errors; the comparative percent- 
age in July 1970 was 21%. These differences show that the system continues to be in 
a developmental posture and does not yet produce accurate data or provide com- 
plete control over payments to members of the Canadian Forces by the local units. 


In September 1971 the Department completed Phase II of the conversion of pay 
records of all headquarters personnel, about 3,000 in all, but no date has been set for 
the overall completion of this Phase. 


It is apparent that the anticipated savings in administrative costs have not 
materialized in 1968, 1969, 1970 or 1971. 


108. Special services provided by the Department of National Defence. The Depart- 
ment of National Defence is continually called on to provide a variety of special 
services. In our 1970 Report (paragraph 96) we referred to the failure of the 
Department to recover the cost of providing some of these services with the result 
that its appropriations were being applied to purposes not authorized by 
Parliament. 


One of the sub-objectives of the Defence Services Program stated in the Esti- 
mates is ‘““To preserve sovereignty over and ensure security within the territorial 
limits of Canada and to supplement the civil authorities and contribute to national 
development”’. The National Defence Act, R.S., c. N-4, provides for the use of the 
Canadian Forces to aid civil powers in civil emergencies, the cost incurred being the 
responsibility of the province that requests aid. The Act does not deal specifically 
with other circumstances in which assistance is given to persons or organizations, but 
general authority is implied in the text of National Defence Vote 1 where the 
Department 1s authorized to make recoverable advances and to spend revenue 
received in respect of charges for supplies and services. 


We also referred last year to the National Defence Provision of Services Regula- 
tions, Order in Council P.C. 1962-13/653 of May 2, 1962, under which the Depart- 
ment may authorize the provision of special services for which a fee shall be charged 
with certain specified exceptions. We also noted that although the Regulations Act, 
R.S., c. R-5, requires that every regulation be published in the Canada Gazette 
within thirty days after it is made, the National Defence Provision of Services 
Regulations had never been published. In November 1971 we were informed by the 
Department that new regulations were being drafted and that it was hoped that 
these would be approved in the near future and subsequently published. 


The present Regulations do not apply to services of a continuing nature costing 
in excess of $25,000 per annum or, except in an emergency, where the service in any 
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one instance costs in excess of $5,000. They stipulate that a fee shall be charged in 
all cases unless the Minister is satisfied that the service provided is of a temporary 
and non-recurring nature and 1s: 


(a) for the benefit of, or in support of, the Canadian Forces or national defence; 

(b) for community purposes of a non-commercial nature; or 

(c) to provide humanitarian assistance 1n individual cases in the nature of mercy aid in the relief 

of human distress or suffering. 

Under the Regulations the fee for providing any service, unless set by any other Act 
or regulation, is to be the equivalent commercial rate or if that cannot be readily 
determined an amount equal to the cost to the Department as determined by the 
Minister plus ten per cent. 

A 1958 Order in Council provides authority for the Minister of National 
Defence to levy charges for air transportation provided to other government depart- 
ments and agencies as follows: 


Details Charges 
(a) for space provided on two and one-half cents 
scheduled aircraft per passenger-nautical mile 
(b) for special flights aircraft operating costs 


However, as indicated in our 1970 Report and in the following examples, there 1s 
considerable variation in the Department’s recoveries from other government 
departments for airlift services provided. In some cases the full cost was recovered, in 
others half of the cost was recovered, and in others no part of the cost was recovered. 
We understand that the establishment of a common rate of charge to other govern- 
ment departments and agencies has been under review for some time by the 
Department of National Defence, the Department of Transport and the Executive 
but that this matter has not yet been resolved. 


During the year additional instances were noted where it was not clear what 
authority was relied on for providing services without fee or recovery of cost. 


1. In April 1970 at the request of the Department of Energy, Mines and Resources, a special 
flight was provided to transport from Ottawa to Valparaiso, Chile the replacement crew for 
that Department’s vessel which was engaged in a major oceanographic project. The Minister of 
Energy, Mines and Resources and press representatives were also accommodated on this flight 
for which the Department of National Defence recovered $10,000, 50% of the aircraft operating 
costs. 


2. In May 1970 a special flight was provided for the Prime Minister, accompanying officials and 
press representatives for the purpose of official visits to Australasian and South-East Asian 
countries and attendance at the 1970 World Exposition in Japan. The itinerary included visits 
to Honolulu, New Zealand, Australia, Malaysia, Singapore, Hong Kong and Japan and 
covered approximately 25,000 miles, over a period of three weeks. The Department recovered 
$29,000 from the press representatives. 

3. In June and July 1970 a number of special flights were provided by the Department in 
connection with the Royal Tour. Relevant aircraft operating costs were determined by the 
Department to have been $87,000. 
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4. In August 1970 return transportation from Trenton to Sardinia was provided for the Prime 
Minister, the Trenton/Lahr portion by scheduled flight and the Lahr/Sardinia portion by 
special flight. 


5. In September 1970 special flights were provided to the Prime Minister and official party 
between various locations in Eastern Quebec. 

6. The wave of aircraft hijacking in Europe and the tense situation in the Middle East in 1970 
prompted the Prime Minister’s Office to suggest that it would be unwise for Ministers or senior 
officials to travel by commercial aircraft in the European area until the situation relaxed. 
Subsequently between September and December 1970 a number of special flights were provid- 
ed by the Department for Ministers and senior officials. These flights utilized an aircraft based 
at Lahr and costs incurred amounted to $25,000. 


7. During October and November 1970 departmental aircraft were scheduled to provide transpor- 
tation for two tours in the North to enable representatives of accredited foreign missions to 
visit some of the remote areas in the Territories and view first hand some of the new activities 
and developments in those areas. Executive approval for these tours was obtained and the 
Department of National Defence recovered 50% of relevant aircraft operating costs from the 
Department of External Affairs and the Department of Indian Affairs and Northern Develop- 
ment, leaving $11,000 to be borne by its own appropriations. 


8. In December 1970 a special flight was provided on a non-recoverable basis to carry the Ottawa 
Youth Symphony Orchestra from Ottawa to Newfoundland and return. 


9. At the request of the Department of External Affairs, special flights were arranged for the 
transportation of Mr. J. R. Cross to England and his kidnappers to Cuba. The cost of these 
special flights to the Department of National Defence was $35,000. 


10. In January 1971 a special flight between Ottawa and Singapore was provided for the Prime 
Minister, accompanying officials and press representatives for attendance at the Common- 
wealth Heads of Government Conference in Singapore. The itinerary included visits to 
Pakistan, India, Indonesia and Ceylon, and covered approximately 23,000 miles over a period 
of 24 days. The Department recovered $32,000 from the press representatives. 


11. Three instances were noted where special flights had been provided by the Department to 
Members of Parliament to facilitate attendance at funerals of deceased Members and of a 
Member of a provincial legislature. These flights involved return transportation between 
Ottawa and Winnipeg and on two occasions between Ottawa and Montreal. Associated ground 
transportation was also provided. 

We also noted that in 6 of the 16 cases referred to last year the Department was 
continuing to provide services. Another of the 16 cases referred to the transportation 
of salvaged aircraft parts for four World War II Japanese aircraft from New Guinea 
to Winnipeg, Man., in return for which the Department was promised one of the 
aircraft which was to be offered to the National Museum of Science and Technology. 
It is our understanding that this aircraft has not yet been delivered to the 
Department. 


The Department is required to report semi-annually to the Treasury Board 
every service provided pursuant to the Regulations where no charge is made and the 
cost exceeds $1,000. With the exception of the flights referred to in item 7 which 
received prior approval of the Treasury Board, none of these services has been 
reported. 


We reiterate our opinion that failure to recover the costs of providing these 


services has resulted in the appropriation being applied to purposes not authorized 
by Parliament. 
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109. Assistance to provinces by the Canadian Forces in civil emergencies. In 
previous Reports (paragraph 97 in 1970) we have drawn attention to amounts 
recoverable from provinces representing the costs of assistance provided to the 
provinces by the Canadian Forces in civil emergencies, primarily forest fires. The 
accounts referred to, which still remain unsettled, are: 


INGWEORICISIIC vsuscr aah atic cee kaietek tiple Jen mbes Ons terhe 1961 $ 410,000 
1967 221,000 
ay ee er OR! 
INOW a SeCOUIS Lae ee Ee he ee Ree, Mana 1958 17,000 
1960 60,000 
Te 77, 900 
DasKALCUCWHI tse a Waa ee Ni, es ae oa ee he cea 1969 45 , 000 
PRG MU WARGUMESIALI ee ia Vie ce hee ass ie ga ere ereeebers dpe ates 1960 43 , 000 
IBSTECiSie COLA ehe ete ore cee ek en ease 1965 20,000 


$ 816,000 


Some of these unpaid accounts were referred to by the Public Accounts Commit- 
tee in its Sixth Report 1964-65 where it noted that as the Department had not been 
successful in collecting the accounts they had been referred to the Executive for 
direction but that such direction had not been received. The Committee asked the 
Auditor General to inform it of the final outcome of these matters (see Appendix 1, 
item 3). 3 


The Committee again referred to these unpaid accounts in its Fifth Report 
1968-69 expressing the view that they should be settled in view of the agreements to 
pay, or some agreement should be reached for a sharing of the costs. The Committee 
suggested that the item be included on the agenda of a future federal-provincial 
conference for clarification. In December 1968 the Department of National Defence 
forwarded particulars of each account then outstanding to the Federal- Provincial 
Relations Secretariat of the Privy Council Office, seeking its assistance in resolving 
the difficulties. There was nothing further to report when the Committee again 
considered this matter in April 1970 and there were expressions of concern that the 
accounts were still outstanding. 


In each case the costs remain a charge to appropriations which had not been 
provided by Parliament for these purposes. The assistance was provided under 
emergency conditions on the written undertaking of each Province to reimburse the 
Federal Government for any costs incurred by it. 


The Minister of National Defence indicated to the House in September 1971 
that the Executive would shortly deal with the arrears of the five Provinces. 


The provisions of Part XI of the National Defence Act, R.S., c. N-4, with respect | 


to ald to civil powers state in part: 


235. In any case where a riot or disturbance occurs... the attorney general of the province 
. may by requisition in writing addressed to the Chief of the Defence Staff require the 
Canadian Forces, ... to be called out on service 1n ald of the civil power. 
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242. Such moneys as are required to meet the expenses and costs occasioned by the calling 
out of the Canadian Forces as provided for in this Part and for the services rendered by them 
shall, pending payment by the province ... be advanced in the first instance out of the 
Consolidated Revenue Fund by the authority of the Governor in Council, but are payable by 
and recoverable from the province to and by Her Majesty as moneys paid by Her Majesty to 
and for the use of the province at the request of the province. 


On October 15, 1970 a requisition under these provisions was received from the 
Province of Quebec for the assistance of the Canadian Forces to strengthen civil 
power in the likely event of a disturbance in the Province. The Province agreed to 
pay the costs incurred in rendering this assistance. Elements of the Canadian Forces 
were Immediately called out for service in the Province and continued there until 
January 4, 1971 at a cost to the Department of $2,909,000 exclusive of military pay 
and allowances, norma! civilian salaries and other normal operating costs. 


The Prime Minister advised the House of Commons in October 1971 that 
following consideration by the Cabinet of the circumstances in which the War 
Measures Act, R.S., c. W-2, was invoked, it was not intended to require payment 
by the Province of Quebec of the expenses incurred. 


110. Assistance provided by the Canadian Forces in the control and clean-up of oil 
pollution. During 1970 the Department of National Defence was requested to particl- 
pate in the clean-up of o11 pollution attributable to-the sinking of the oil tanker 
Arrow in Chedabucto Bay and the oil barge Irving Whale in the Gulf of St. 
Lawrence. In providing these services the Department incurred costs totalling 
$1,346,000 of which $384,000 was recovered from the Department of Transport, 
leaving $962,000 as a charge to National Defence appropriations. 


When the Arrow struck Cerberus Rock in Chedabucto Bay in February 1970, a 
federal task force co-ordinated by the Department of Transport was organized to 
stop the seepage of oil from the vessel’s tanks and to clean up over two million 
gallons of oil which had spilled into the Bay. (See paragraph 200 of this Report.) 
The clean-up operation was completed in July 1970 and in November 1970 the 
Department submitted to the Department of Transport a final summary of its costs 
amounting to $1,147,000 incurred in providing this assistance. This summary had 
been prepared at the request of the Department of Transport for inclusion in a 
consolidated claim against the owners of the Arrow. The costs comprised out-of- 
pocket expenses of $528,000 determined in accordance with the same costing princi- 
ples followed when billing provincial authorities for assistance rendered in cases of 
civil emergencies, and $619,000 for military pay and allowances and administrative 
charges. 


The Irving Whale was carrying a cargo in excess of one million gallons of bunker 
oil when it sank in the Gulf of St. Lawrence in September 1970 and the Department 
of Transport requested the Department of National Defence to assist in the control 
and clean-up of oil seepage. The overall costs of providing this assistance amounted 
to $199,000 including out-of-pocket expenses of $144,000. In April 1971 the Depart- 
ment submitted particulars of these costs to the Department of Transport and to the 
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Department of Justice together with a request that the latter Department establish 
whether the Crown had a valid claim against the owners of the Irving Whale. The 
Department of Justice has not yet rendered an opinion on this matter and no 
recovery has been effected. (See paragraph 199 of this Report.) 


111. Delay in submitting invoices for recoverable costs. Certain communication 
facilities of the Department of National Defence are made available to the United 
States Air Force under various agreements which provide for sharing the costs of the 
facilities between the Governments of the United States and Canada. The normal 
practice of the Department under one of the agreements has been to submit invoices 
to the United States Air Force for recovery of costs on a monthly basis, and under 
another agreement on a quarterly basis in advance using estimated costs. 


However, monthly billings for December 1969, January 1970 and February 1970, 
totalling $3.9 million, were not prepared and submitted until April 1970 and the 
billing for the quarter ended March 31, 1970, totalling $2.5 million, which would 
normally have been submitted in January: 1970 on the estimated basis was not 
submitted until April. Billings in advance on this basis were resumed in April 1970 
_and thus, during the year ended March 31, 1971, the Department submitted billings 
for, and recovered the costs applicable to, a 15-month period. 


Delay by a department in the submission of invoices for recoveries to appropria- 
tions in this manner could be used to defer such recoveries until the following year 
thereby circumventing the parliamentary control provided by the lapsing provisions 
of section 30 of the Financial Administration Act. 


112. Cost of delay in submitting invoices for recoverable costs. In paragraph 111 we 
refer to delay by the Department of National Defence in submitting invoices for 
costs recoverable from the United States Air Force and to the possibility that delays 
of this nature might be used to circumvent the parliamentary control provided by 
the lapsing provisions of section 30 of the Financial Administration Act. 


The delay in submitting invoices totalling $6.4 million resulted in a correspond- 
ing delay in receipt of payment. This in turn led to a reduction in cash balances on 
deposit to the credit of the Crown and in the interest earned thereon. 


We estimate the loss of interest in this case at $60,000. Departmental officials do 
not agree that any interest was lost contending that by virtue of an informal 
arrangement with the United States authorities to submit invoices in advance rather 
than in arrears, the Department saved about $80,000 in interest in 1970-71. We do not 
share this view since the fact remains that these invoices in 1970-71 were actually 
submitted so much later than the informal arrangement contemplated that interest 
which would have been earned under that arrangement was lost. 


113. Failure to charge for use of sewage disposal system. In 1952 the Crown 
acquired all lands and buildings owned by a major aircraft manufacturing company 
at Downsview Airport in Toronto. As consideration the Crown paid $5 million and 
granted to the company a certain parcel of land within the Airport on condition that 
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within two years the company would construct on this land buildings and facilities 
for the manufacture and repair of aircraft. The covering agreement provided that 
the company be permitted to connect the proposed premises to the Crown’s sewage 
disposal system serving the Airport. Charges for the use of the system would be ata 
rate to be negotiated between the Department of National Defence and the compa- 
ny. The new buildings and facilities were constructed but, due to an oversight, a rate 
for sewage disposal service was not negotiated and no charges have ever been made. 


The oversight came to the Department’s attention in 1969 and it has estimated 
that the charges for the years 1954 to 1967 inclusive would amount to $102,000. This 
estimate does not include an annual amortization charge of $4,400 based on the cost 
of the sewage treatment plant or the usual ten per cent administrative charge. Had 
these items been included, the estimate would have amounted to $180,000. 


During ensuing negotiations the company took the position that assessment of a 
charge of $102,000 for the period 1954 to 1967 would be punitive in nature, but it 
agreed to pay 50 per cent in equal instalments over a period of five years, free of 
interest. The company also agreed to accept charges for the years 1968 and 1969 of 
$8,500 and $9,150 which represent the company’s share of sewage treatment plant 
operating costs exclusive of amortization and administrative charges. The company 
further agreed to a charge of $15,000 for 1970 which includes all costs attributable to 
the use of the facilities by the company. Although the Treasury Board authorized 
the Department in December 1970 to enter into an agreement with the company on 
these terms, the agreement has not yet been signed. 


If the agreement is concluded as proposed, the loss to the Crown resulting from 
the delay in determining a charge for the use of the sewage disposal system will be 
an estimated $142,000. In the meantime no payment has been received. 


114. Champ de Mars property, Montreal, Que. In our 1967 Report (page 50) we 
described difficulties encountered by the Department of National Defence when the 
Province of Quebec expropriated part of the Craig Street armoury site in Montreal 
which the City was in process of transferring to the Department in exchange for an 
equal area (1.5 acres) of the Department’s Champ de Mars property. In October 1971 
the Department, by letters patent, quit-claimed its interest in the Craig Street 
property thereby relinquishing its ownership of the armoury to the City of Montreal 
without compensation in accordance with the terms of the agreement with the City 
signed in 1882. 


The Champ de Mars property (4.2 acres valued at $4.2 million in 1967) has been 
under lease from the Crown to the City since 1889 at a rental of $1 per annum, and 
since 1925 it has been used as a parking lot. It is apparent that the Department has 
lost substantial revenue over the years because it has not charged an economic rent 
for use of the property. A similar case was dealt with in paragraph 101 of our 1970 
Report. 
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In January 1971 the Public Accounts Committee was advised that Crown Assets 
Disposal Corporation would be asked to dispose of the entire property. However, the 
Department has not yet declared it surplus. 


115. Costs incurred due to delays in closing Canadian Forces Stations. In 1967 the 
Department of National Defence began a program to improve, modernize and 
consolidate certain of its operations. Two areas of activity were Gander, Nfld., and 
Masset, B.C. 


At Gander, an operations building was scheduled for completion in October 1969 
with concurrent phasing out of CFS Coverdale, N.B., and transfer of personnel to 
Gander. In September 1968 the Department determined that a number of residences 
would be required to accommodate personnel at Gander but it was not until July 
1970 that the final decision to construct 60 houses at a cost of $1.6 million received 
approval. By September 1970 the operations facilities at Gander costing $11 million 
were ready for use but, due to lack of housing, certain equipment and personnel were 
retained at CFS Coverdale until July 1971. Costs estimated by the Department at 
$143,000 to maintain CFS Coverdale during this 10-month period are considered to 
be non-productive because similar costs were also being incurred concurrently at the 
Gander facilities. 


At Masset, 179 residences and related administration buildings were scheduled 
for completion in December 1970 but at that date only 35 houses and one related 
building had been accepted. Because this project was approximately one year late, 
the Department could not fully utilize the operations facilities costing $11 million 
and consequently was required to maintain both CFS Masset and CFS Ladner, 
B.C., to September 1971 at additional cost estimated by the Department to be 
$457,000. 


The identified non-productive costs incurred due to delays in closing these 
Stations because of the lack of housing are $600,000. 


116. Canadian Forces Base Summerside, P.E.I. Late in 1969 the Department of | 
National Defence concluded that with the phase-out of the Neptune maritime patrol | 


aircraft, the remaining operational activities at CFB Summerside should be trans- 
ferred to other Canadian Forces bases and that CFB Summerside could be closed in 
1970, resulting in an annual saving in excess of $6 million. 


The impact of the closing of the Base on the economy of Prince Edward Island 
was well understood and when the Department requested permission to proceed with 
the closure this was not forthcoming. The Department then pointed out that if it 
were required to continue operation of the Base, it would either have to be 
reimbursed for the additional cost involved or its budgetary ceiling would have to be 
increased. 

The Treasury Board did not accept the proposal that the Department be 
reimbursed for the additional costs but in recognition of these costs, it did increase 
the budgetary ceiling in the Department’s estimates for 1971-72. 
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The matter is referred to because, to the extent that additional costs were 
incurred in keeping the Base open over the costs that were necessary for the 
fulfilment of the function of the Department of National Defence, the appropria- 
tions of that Department have been applied to a purpose not authorized by 
Parliament. 


117. Cost of delays in implementing repair and overhaul procedures. The objective 
of the Defence Services Program of the Department of National Defence is to ensure 
the security of Canada and to contribute to the maintenance of world peace. The 
activities within this Program include North American security, the overall annual 
cost of this activity being in excess of $200 million. The Minister’s 1971 White Paper 
Defence in the 70’s shows the role of the CF101 Voodoo aircraft in achieving North 
American security by defending against bomber attack. 


A deficiency in the engines caused the Department, in March 1971, to restrict 
the use of the CF101 to mandatory operational flights in support of North American 
Air Defence Command. In February 1968 the Department of National Defence had 
been advised of the deficiency and consequent revisions that the United States Air 
Force had made in its specifications for the repair and overhaul of the same type of 
engine 


However, implementation by the Department of National Defence, the Depart- 
ment of Supply and Services and the contractor of the overhaul procedures called 
for by the revised United States specifications did not begin until 1970-71 when costs 
of $24,500 were charged to National Defence Vote 5. Further costs of $364,000 are 
expected to be incurred in 1971-72 of which $129,000 will be accounted for by 
increases in prices between 1969-70 and 1971-72. In addition one aircraft with a 
replacement value of $900,000 has been lost as a direct result of the engine deficien- 
cy. In order to increase the number of engines available for operational aircraft, 
extraordinary costs of $30,000 have since been incurred for special engine handling 
at a United States contractor’s plant. 


118. Inadequate control over supply items. Supply items for the Canadian Forces 
are held at regional supply depots across Canada. Centralized inventory records are 
maintained: at Ottawa in a computer system which was first introduced as part of the 
RCAF supply system in 1960 and was expanded between 1967 and 1971 to include 
the inventories of the integrated Canadian Forces. The computer system controls 
issue of supply items and provides information to assist logistics staff in the 
procurement of material. In addition the computer performs a cataloguing function 
and, by recording and analysing equipment failures, provides maintenance-eng}- 
neering information on which technical decisions are based. Since the proper 
functioning of the supply system is dependent upon computer-produced informa- 
tion, a high degree of reliability in the computer system 1s desirable. 


A report issued in July 1969 by the Director of Operational Audit of the 
Department of National Defence pointed out a serious lack of internal control over 
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supply system data and computer programs and recommended changes in proce- 
dures to bring internal control up to an acceptable level. 


In the present system, loss of records or incorrect stock balances may go 
undetected indefinitely because of inadequate control procedures. There are no 
controls to ensure that all information concerning movements of supplies enters 
computer processing accurately, and the quantities shown on computer records are 
not verified on a systematic basis by a physical count of supply items. In a review of 
a computer listing of stock balances at March 31, 1970 we noted 21 balances which 
appeared abnormally high. It was subsequently disclosed that the quantity shown 
in the central computer records for each of these items was exactly 150,000 more 
than the actual number in stock. Such inaccuracies may result in failure to procure 
required supplies and, conversely, undetected understatements of quantities may 
result in the procurement of supplies that are not required. We have been unable to 
establish how these errors occurred or how they were corrected. Errors in quantity 
balances should be disclosed when a supply depot is closed or its holdings of certain 
items are transferred to other depots. However, in practice, as soon as it is learned 
that no stock remains at a supply depot, any remaining computer system balances 


are adjusted to nil and no investigation of or authorization to adjust any discrepan- 


cy is required. If discrepancies were reported by computer and investigated, they 
might shed light on deficiencies in the computer system and serve as a check on the 
stock records maintained at the supply depot. 


The lack of internal control over computer programs concerns deficiencies in the | 
documentation of computer programs and procedures. Adequate documentation, | 


consisting of detailed system and computer program diagrams, narrative explana- 
tions, detailed computer operating procedures and print-outs of computer programs 
is desirable for any computer system since it is the most effective tool for detecting 
system or procedural weaknesses and for error analysis by programmers, analysts, 


managers and auditors. The Department’s documentation consists almost solely of | 
print-outs of computer programs and there is a resulting inefficient use of computer | 
personnel. The effects of this deficiency are felt most acutely when a programmer | 


leaves since usually only one programmer is responsible for each computer program. 


The Logistics Branch, which is responsible for the supply system, has indicated 
that a continuing shortage of staff 1s a key factor in its failure to implement 
improvements in internal control, and that certain controls were omitted originally 
because of the limitations of the equipment used prior to 1971. In that year the 
Department of National Defence spent approximately $100,000 to have the supply 
system computer programs converted for use on more modern equipment, but the 
desired controls were not introduced during the conversion. The Branch is now of 
the opinion that the recommended changes would not be worthwhile since the 
current system 1s to be replaced by a new integrated logistics system in 1974. Failure 
to improve controls in the existing system will result in continuing unreliability of 
computer processed data. 


| 
| 
| 
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119. Inadequate control over Accountable Advances to aircraft repair and overhaul 
contractors for purchase of spare parts. In previous Reports (paragraph 98 in 1970) we 
referred to the policy of the Department of National Defence of contracting with 
industrial concerns, through the Department of Supply and Services, for the major 
overhaul, modification, etc., of equipment, and to the practice of providing assist- 
ance to the contractors in financing the necessary spare-parts inventories by means 
of Accountable Advances. Following our recommendation that the role of the 
Departments relative to these inventories be clarified, the Department of National 
Defence in November 1969 accepted responsibility for maintaining surveillance over 
the contractors’ inventory management methods, procedures and procurement. A 
revised specification was also promulgated for incorporation into all new contracts 
for the acquisition of Accountable Advance spares and into all continuing contracts 
following a joint review, contractor by contractor, of existing Accountable Advance 
inventories, made with a view to reducing such inventories to a realistic level. 


The review, which commenced in 1970, involves inventories of about $27 million 
held by 39 contractors and is expected to be completed during 1971-72. One-half of 
these inventories is expected to be surplus to the requirements of the contractors, 
although some portion of this surplus will be required for Service inventories. To 
June 30, 1971 the cost of material identified as surplus amounted to $2,381,000 of 
which material costing $1,100,000 had been disposed of through Crown Assets 
Disposal Corporation for $5,632. 


The revised specification stipulates the conditions and outlines the contractor’s 
responsibilities with regard to the provisioning and reprovisioning of spares. Spares 
not procured in accordance with these conditions are to be the contractor’s responsi- 
bility. Although the former specification was silent on this matter, we understand 
that the Department of Supply and Services in its administration of that specifica- 
tion subscribed to the same general policy. Nevertheless, the intention appears to be 
that the Crown will bear the full loss on disposal of spares identified as surplus to 
overall requirements during the present inventory review. 


We visited one contractor whose Accountable Advance inventory holdings 
included surpluses costing $1.2 million, of which holdings costing $343,000 had been 
sold by June 30, 1971 for $956. Our examination was restricted because inventory bin 
cards were all that remained of the accounting and inventory records for the period 
prior to 1966. However, from our examination of these records we concluded that 
most of the surplus inventory was accumulated prior to 1960. Correspondence 
retained by the contractor shows that he advised the Department of Supply and 
Services in 1959 that $550,000 of his present surplus inventory was surplus to his 
requirements even then. We understand that a factor contributing to the surplus was 
that when half of certain repair and overhaul work previously done by this contrac- 
tor was transferred to another contractor in 1956, transfers of the associated spare- 
parts inventories were negligible. 


Taking into account these circumstances and the time that has elapsed since 
these inventories became surplus, it is not surprising that the Crown finds it difficult 
to establish that contractors should bear part of the loss on their disposal. 
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120. Irregular payment to aircraft manufacturer. In previous Reports (paragraph | | | 
99 in 1970) we have noted instances where the Department of National Defence has | 
made advance payments under contracts in amounts that could not be justified by | 
accumulated costs, goods received or services rendered. It appeared that this had. 
been done to circumvent the parliamentary control over appropriations provided for | 
by section 30 of the Financial Administration Act. 


In its Fifth Report 1968-69, presented to the House on June 26, 1969, the Public | 
Accounts Committee expressed disapproval of the circumventing of the lapsing- 
provisions of this section of the Financial Administration Act and recommended — 
that the Treasury Board instruct departments not to contract themselves into | 
obligations to make advance payments in order to avoid the lapsing of any portion | 
of an appropriation. This recommendation has not yet been implemented. (See > 
Appendix 1, item 26.) 


During the year an advance payment was made to a contractor 1n circumstances © 
which were almost identical with those related in one of the cases referred to on page | 
48 of our 1967 Report which gave rise to the expression of disapproval by the Public 
Accounts Committee. 


In December 1970 the Treasury Board approved the acquisition by the Depart- 
ment of eight utility aircraft and associated materiel. Following negotiation by the 
Department of Supply and Services with the contractor to establish firm prices, the | 
Treasury Board authorized entry into a contract on March 18, 1971. This authority 
provided for firm unit prices for the aircraft and a firm lot price for the installation 
of aviation electronic equipment to be supplied by the Crown. No authorization was | 
given for progress or advance payments. 


On March 23, 1971 before a contract was drawn the Department of National 
Defence paid the manufacturer $4.2 million of the total purchase price of $4.5. 
million for the eight aircraft. 


A contract document dated March 25, 1971, which incidentally made no refer- | 
ence to progress payments, was submitted for acceptance and signed by the manu- 
facturer on April 16, 1971, but as his acceptance was subject to certain conditions | 
which have not yet been- accepted by the Crown, there is still no formal contract. We 
have learned from the Department of National Defence that construction of the | 
aircraft was completed to the baseline specification in March 1971, but without the - 
necessary aviation electronic installations. These required additional engineering 
and flight tests and the aircraft were delivered to the Canadian Forces between June 
and November 1971. 
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Thus, the payment of $4.2 million was made from National Defence Vote 10 
contrary to section 27 of the Financial Administration Act which provides that no 
payment shall be made unless the Minister certifies 


where a payment is to be made before the completion of the work, delivery of the goods or 
rendering of the service, as the case may be, that the payment is in accordance with the 
contract. 


Paragraph 181 of this Report deals with other payments totalling $2.2 million to 
the same contractor under somewhat similar circumstances. 


121. Hydrofoil development program. In previous Reports (paragraph 104 in 1970) 
we have outlined the progress and some of the problems encountered in developing 
the hydrofoil. Expenditure to May 31, 1971 totalled $51.1 million of the $52.2 
million approved by the Treasury Board. Included in this expenditure was $444,000 
required to replace a foil which cracked during trials in mid-1969, the replacement 
being completed in September 1970. 


In last year’s Report we indicated that the Department of Supply and Services 
was considering the extent to which the contractor might be held liable for costs 
incurred in replacing the foil. The matter was referred to the departmental legal 
adviser in January 1970, just four months prior to the expiry of the warranty period 
of 12 months prescribed in the contract. Notwithstanding this, at no time was tne 
contractor given notice as required by the contract that a warranty claim was being 
considered. There was a delay of 17 months before the Department received in June 
1971 the legal opinion requested which was to the effect that the Crown would have 
to prove faulty workmanship on the part of the contractor in order to sustain a claim 
under the warranty provisions of the contract and for this contention the available 
proof was not conclusive. The Department then concluded that it had no claim 
against the contractor. 


In October 1971 the Treasury Board approved an increase of $1 million to $53.2 
million in the cost of the program, to place and maintain the hydrofoil in a state of 
preservation from which it may be reactivated within the next five years. On 
November 2, 1971 the Minister of National Defence announced in the House of 
Commons that the Department had decided to lay up the hydrofoil Bras d’Or for a 
five-year period because a reassessment of requirements had scaled down its priority. 
He went on to state that research into hydrofoils will be continued by the Depart- 
ment, and that the Bras d’Or could be reactivated at any time should circumstances 
alter. 


122. DDH 280 destroyer procurement program . In our 1970 Report (paragraph 
105) we referred to the increase from $150 million in 1965 to $252 million in 1970 in 
the estimated cost of four destroyers. The increase was attributed to a change from 
steam to gas turbines in the main propulsion system; the complexity of new 
armament, control and propulsion systems; delays in their final design, which 
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affected working drawings for the ships; and misunderstanding of contractual 
responsibility related to the design of the ships and the production of working 
drawings which resulted in claims in excess of $10. million for delays in construction 
in the two shipyards involved. 


Effective April 1, 1971 drawings are being supplied by the Crown. In September 
1971 the firm-price contract with the lead yard was amended to $50 million to 
provide $17.7 million for changes in the scope of the work, for delay and disruption 
experienced to March 31, 1971 and for anticipated escalation in the cost of material 
and labour to the date of delivery of the last ship in December 1972. The target- 
incentive contract with the follow yard was also increased by $17.5 million to 
provide for changes in the scope of the work, for delay and disruption experienced to 
August 31, 1971 and for anticipated escalation in the cost of material and labour to 
the date of delivery of the last ship in June 1973. The Department of National 
Defence expects that present contingency allowances will be sufficient to permit 
completion of the ships within the budget of $252 million. Expenditure to October 
31, 1971 totalled $171 million. 


As noted in our 1970 Report, there will be additional costs estimated at $53.5 
million for ships’ helicopters, working drawings, missile system development, life- 
time spares and ammunition, together with spares costing $4 million required for 
initial support of the ships which are normally included in determination of capital 
costs of this nature. 


123. Construction of operational support ships. In March 1965, the Treasury 
Board authorized the Department of National Defence to proceed with a program 
for the construction of two operational support ships with hull form and tonnage 
similar to that of H.M.C.S. Provider (see page 80 of our 1969 Report). 


In December 1966, with the approval of the Treasury Board, the Department of 
Supply and Services entered into a contract with the lower bidder in the amount of 
$47.6 million. During the construction period this contract was amended 13 times 
because of labour cost escalation and numerous design changes, increasing the 
contract price to $53.6 million of which $53.2 million had been expended to August 
31, 1971. 


An additional $5.3 million has been expended on the program for spares and 
government-furnished equipment bringing total expenditures to $58.5 million. Not 
included in these figures or in the 1966 estimate of $56.7 million is the expenditure 
of $3 million for the procurement of a missile system estimated to cost $5.5 million 
excluding the cost of installation. 


The first ship, H.M.C.S. Protecteur, was delivered on schedule in August 1969 
while the second, H.M.C\S. Preserver, was delivered in August 1970, six months late. 


In January 1971, the contractor submitted a claim of $9.8 million for extra costs, 
including $4.6 million attributed to delays caused by the Crown. Following initial 


a 
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rejection by the Department of Supply and Services, the claim is being given further 
consideration at the request of the contractor. 


124. Cost of the CF5 aircraft procurement program. In last year’s Report (para- 
graph 106) we drew attention to the cost of procurement of 115 Canadian-built 
tactical support aircraft. We pointed out that at March 31, 1970, when 47 of the 
aircraft had been delivered, expenditure on the $215 million program had amounted 
to $202 million, and that, of the 96 aircraft delivered to December 31, 1970, 35 had 
had no specific role assigned to them and had been placed in storage. We also 
pointed out that the major contractor in the program,, whose target-incentive 
contract for aircraft production was $94 million, had requested an additional $25 
million to offset cost increases for which he considered the Crown responsible. 


To March 31, 1971, the Department of National Defence had accepted delivery 
of 110 aircraft and expenditure totalled $207 million, and by October 1971 all the 
aircraft had been delivered and expenditure totalled $209 million. Total forecast 
program expenditure remains at $215 million including $2 million for engineering 
changes included in the additional $25 million claimed by the aircraft production 
contractor. However, no allowance has been made for increases should the Crown 
accept responsibility for all or part of the remaining $23 million. Although no 
agreement has been reached on a settlement, the Crown has provided the contractor 
with a loan of $15 million from the Defence Production Revolving Fund. The loan 
was originally repayable by June 15, 1971 but was amended on that date to provide 
for repayment in four instalments with the balance due December 31, 1971. While 
instalments of $6.8 million to November 30, 1971 were paid as agreed, the contractor 
is in default on his final payment of $8.2 million. 

The CF5’s are in two basic configurations, a single-seat version designated the 
CF5A and a two-seat dual-control trainer version designated the CF5D. The present 
Forces inventory consists of 85 CF5A’s and 25 CF5D’s, of which 61 are in storage. 
Current plans call for the CF5 to be used eventually as an advanced trainer 
replacing the T33 Shooting Star aircraft. 


While the CF5’s were still on the production line, the Department of National 
Defence first considered using them as replacement trainers and obtained an 
estimate in May 1969 of $5.5 million for conversion of 15 CF5A’s to CF5D’s or 
dual-control trainers, but the conversion was not proceeded with. In December 1971 
Canada entered into an agreement for the sale to another country of 16 CF5A’s, 4 
CF5D’s and related equipment. The Department will supply 18 of the aircraft from 
its inventory and will replace them from a new contract for 20 CF5D’s currently 
being negotiated with the aircraft producer. The net cost of this arrangement to the 
Department is expected to be about $10.5 million which is $5 million more than had 
the conversion been proceeded with in 1969. 


125. Additional costs due to changes in planning. In September 1967 the Depart- 
ment of National Defence recognized a requirement for 654 altitude computer 
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indicators for installation in Canadian Forces aircraft. Prior to entry into a contract 
the quantity was reduced by 75 units pending a further review of the total require- 
ment by the Department. In November 1967 the Department of Supply and Services 
entered into a contract for 579 at a unit price of $3,934 and in December the original 
quantity of 654 was confirmed as being necessary and the contract was amended to 
provide the additional units at the same unit price. 


By July 1969 the Department determined that under its new Force structure 
fewer aircraft would be flown and in August the contractor was instructed to reduce 
the quantity to 481 units. In January 1970, negotiations with the contractor resulted 
in his receiving an increase to $4,258 per unit reflecting his cost of manufacturing a 
lesser quantity. 


Subsequent to another review of the Force structure in February 1970, the 
Department of Supply and Services was requested to procure an additional 89 units 
bringing the quantity under contract to 570. The contract was increased in March 
1971 for these additional units at a unit price of $4,533. At that date 373 units had 
been delivered and payments amounted to $1,500,000. 


The present total contract price for 570 units is $2,451,000, an increase of 
$173,000 over the price at which the Crown originally contracted to purchase 579 
units. 


126. Renegotiation of a late-delivery clause. In paragraph 125 of this Report we 
comment on the additional costs incurred on a contract for altitude computer 
indicators due to changes in planning by the Department of National Defence. A 
clause of this contract and other contracts with the same contractor for similar 
equipment provides for a late-delivery penalty as follows: 


If the Contractor fails to meet the delivery date or the respective dates provided for in this 
contract, Her Majesty will suffer loss, the dollar value of which will be difficult to ascertain. 
The parties, therefore, hereby agree upon the amount of liquidated damages which the 
Contractor shall pay to Her Majesty in the event of failure by the Contractor to deliver the 
goods or portions of the goods on the delivery date or respective delivery dates, provided for in 
the contract. 


The price of the goods or any portion thereof not delivered on the date or respective dates 
provided for in this contract shall be reduced by one percent (1%) for each seven day period 
(including Sundays and holidays) or portion thereof which elapses beyond such delivery date 
or dates. 


In the case of non-delivery after the expiry of such seven-day period, Her Majesty shall be 
entitled to Her Majesty’s normal remedies under the contract for such non-delivery. 


In the establishment at any point in time of the quantity short to schedule, late deliveries due 
to “force majeure” conditions such as an Act of God, third party strikes, will be cause for 
renegotiation of the application of the penalty mentioned above. 


In September 1969 the contractor requested the Department of Supply and 
Services to revise the penalty clause in each contract so that he would only be 
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required to reimburse the Crown for actual damages caused by late deliveries. In 
March 1970, at which time deliveries were as much as 20 months late and the 
penalties were estimated to be in excess of $1 million, the contractor again sought 
relief from the penalty clause. The Department estimated that total penalties which 


would accrue over the life of the contracts would be $3,150,000 or more than 80% of 
their value of $3,845,000. 


In May 1970 the contractor proposed that a ceiling of $115,000 be established for 
penalties. The Crown estimated that it would incur costs of $76,000 due to late 
deliveries; and since the company claimed that four third-party strikes had affected 
deliveries, the Crown concluded that due to “force majeure” the penalty clause 
should be renegotiated. The Treasury Board in November 1970 approved the 
Department’s proposal to amend the contracts by removing the penalty clause and 
substituting a “damages” clause with a combined ceiling of $115,000. Pending 
determination of the actual costs incurred due to late deliveries, the Crown is 
withholding $55,000 from payments due to the contractor. 


As a consequence of the change approved by the Treasury Board, the Crown 
waived penalties that had already accrued which are estimated to be in excess of 
$1 million. 


Section 17 of the Financial Administration Act makes provision for the Gover- 
nor in Council to remit any tax, fee or penalty when he considers it in the public 
interest to do so. In our opinion it is in this way that any relief to be given to the 
contractor should have been provided. | 


127. Extra costs incurred through failure to clarify contract documents. In October 
1969, Defence Construction (1951) Limited awarded a contract for the design and 
construction of two large vehicle storage and maintenance buildings at CFB Valcar- 
tier, Que., in the amount of $1,943,000 which was increased to $2,006,000 by Decem- 
ber 1970. 


The successful bidder based his proposal on outline drawings and specifications 
provided by the Department of National Defence. In December 1969 the Company 
advised the contractor that the use of plywood underlay called for in the guide 
specifications for the roofing on these buildings was considered to be a requirement 
of the contract. The contractor agreed to this change but stated it was not part of his 
bid price and an extra would be claimed. 


In February 1970 the contractor submitted a claim in the amount of $87,400 of 
which $42,600 was for plywood underlay, $18,400 for changes in insulation and 
$26,400 related to the extra costs of applying the roofing in a manner not contem- 
plated by the contractor in submitting his original proposal. 


Although the Company contended that the majority of this work was covered 
under the contract, the contractor insisted it was outside the scope of his proposal. In 
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March 1971 the Department of National Defence accepted the contractor’s position 
in principle and, with the approval of the Treasury Board, awarded the contractor 
an additional $59,400 based on the normal cost of $1.10 per square foot for this type 
of roofing. 


The misunderstanding resulted from the failure of the Company to obtain a 
clear written statement from the bidder of amendments to his proposal before 
awarding the contract. It would seem that the competitive aspect of bidding would 
have been enhanced if the original invitations to bid had clearly indicated the 
specifications which were included as a guide only and those which were mandatory. 


128. Cost of unused plans, Canadian Forces Base Borden, Ont. In May 1970 the 
Department of National Defence instructed Defence Construction (1951) Limited to 
engage a firm of architects to prepare working drawings, specifications and cost 
estimates for an addition to its technical training school at CFB Borden at a cost of 
$14,000. In June the Department made an additional $15,000 available and request- 
ed the Company to include designs for alterations to the school and a second 
building, and for an addition to a third building. In August the Department 
gave instructions direct to the architects to produce drawings and specifications for 
alterations to three hangars at an estimated cost of $11,500. 


In November 1970, following a review of the consultants’ design and cost 


estimates, the Department reassessed the Base training role in relation to existing 
accommodation and decided to change its proposed use of buildings to achieve 
construction cost savings of $382,000. This decision resulted in the abandonment of 
the design work, and its actual cost of $47,200 became non-productive. 


129. Additional cost due to delay 1n acceptance of tender. In April 1970, Defence 
Construction (1951) Limited received tenders for the supply and installation of 
automatic fire protection equipment in six hangars at CFB Cold Lake, Alta. The 
lowest tender was $260,500 which was $10,500 in excess of the maximum expenditure 
permitted without further approval within the Department of National Defence and 
by the Treasury Board. Although the Company had 60 days in which to accept the 
tender, the Department advised it within 30 days to cancel the tender call and the 
low tenderer was advised accordingly. 


Late in July 1970 the Department received Treasury Board authority to proceed 
with the work and the Company negotiated a firm-price contract with the original 
low tenderer in the amount of $272,500, an increase of $12,000 over the tendered 


price, but $15,500 lower than the amount of the second-lowest tender received in 
April. 


Failure to accept the original tender within the normally accepted 60-day 
period which expired June 20, 1970 has resulted in an increase in the contract price 
of $12,000 which is considered non-productive. Furthermore, by proceeding with a 


OOO 
— as 
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negotiated contract instead of again calling for tenders the Company made it 
possible for the low tenderer to raise his price without fear of competition from other 
tenderers who may have been prepared to lower their bids in order to obtain the 
contract. 


The action of cancelling a tender and then negotiating a higher firm price with 
the lowest tenderer could completely negate the protection available to the Crown 
by means of the tender system. 


130. Inadequate documentation and follow-up. In previous Reports (paragraph 
113 in 1970) we have drawn attention to instances where the National Harbours 
Board had failed to require the completion of the necessary legal formalities before 
permitting its assets to be used by others. In May 1971 the Public Accounts 
Committee examined the corresponding paragraph in our 1969 Report and in its 
Sixth Report to the House dated June 30, 1971 recommended 


that the National Harbours Board discontinue the practice of granting of the use of its assets 
to others prior to the signing of a contract; the absence of such a document can lead not only 
to disagreement and litigation but also to deprivation of the public purse over protracted 
periods. The Committee realizes that the Board is presently being reorganized and hopes that 
the type of difficulties including those of the legal department referred to under paragraph 
122 will be eliminated in the future. 


The matters remaining unresolved include the following: 


1. THE ABSENCE OF A LEASE WITH AN OIL COMPANY FOR THE RENTAL OF SPACE, ST. JOHN’S 
HARBOUR, NFLD. The oil company vacated the property in 1967 and since then has been 
disputing rental charges of $47,000. Legal proceedings have now been commenced against the 
company. 


2. JOINT VENTURE AGREEMENT FOR THE OPERATION OF GRAIN ELEVATORS, SAINT JOHN, N.B. This 
agreement has been in effect since January 1, 1967. Of the Board’s share of the profits for the 
four years ended December 31, 1970, as computed by the other partner in the venture, only 
$79,000 has been remitted to the Board, the balance of $75,000 having been remitted in the 
Board’s name to the municipality as property taxes. Although the Board had objected to this 
on the grounds that the agreement did not permit it and also that the payments exceeded the 
amounts owing, the partner remitted $19,000 in 1970 to the City of Saint John from the 
Board’s share of the 1970 profits. Although the agreement permits the Board to examine the 
partner’s records relating to the operation of the elevators, the Board has not yet made such an 
examination. 


3. THE ABSENCE OF A CONTRACT FOR THE SALE OF NO. 3 ELEVATOR, VANCOUVER, B.C. The 
documentation for the sale of this elevator on August 1, 1965 has still not been completed and 
the dispute with the purchaser, involving $60,000, remains unresolved. 


4. THE ABSENCE OF A CONTRACT FOR THE SALE OF NO. 1 ELEVATOR, VANCOUVER, B.C. The 
documentation for the sale of this elevator on December 15, 1967 has still not been completed. 


5. THE ABSENCE OF LEASES WITH PRIVATE OPERATORS FOR THE OPERATION OF CERTAIN PIER 
FACILITIES, VANCOUVER, B.C. Negotiations have continued throughout the year towards the 
finalization of the leases and the $118,000 that was being withheld by one of the operators was 
collected. One operator entered into an agreement with the Board in December 1970, the 
document evidencing such agreement being described as Heads of Agreement. Having regard 
to the terms contained in the Heads of Agreement, the operator then entered into a contract 
with certain commercial interests. Subsequently, the Board varied some of the terms in the 
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Heads of Agreement and, as a consequence, the operator again withheld moneys due to the 
Board which amounted to $239,000 at July 31, 1971. Additional Heads of Agreement docu- 
ments were delivered to the operators in July 1971 but they unanimously rejected the terms 
contained therein as not being commercially viable. 

6. LAXITY IN FINALIZATION OF LEASES AND REVISION OF RENTAL RATES. Seven of the ten tenants 
who had occupied Board property at Montreal for periods of up to fifteen years without leases 


continued to do so. The rental rates under two of four leases that provided for rate revisions 
remain unrevised. 


All three tenants who had occupied Board property at Quebec for periods of up to thirteen 
years without leases continued to do so. 


At Vancouver there has been no change for many years in the rentals under four leases 
(out of the six referred to last year) which permitted continued occupancy on a month-to- 
month or year-to-year basis after the original expiry date, even though adjacent Board 
properties are commanding higher rates. Two other leases provided for rental rates to be 
reviewed at mid-term, but this had not been done. 


The unsatisfactory conditions which prompted the Committee’s reeommenda- 
tion in its Sixth Report to the House had been noted in our 1969 Report in which we 
commented on our examination of the Board’s accounts for the year ended Decem- 
ber 31, 1968. These conditions continued during the years ended December 31, 1969 


and 1970. However, we are assured by the management that efforts are being made 
to correct them. 


131. Subsidization of commercial concern by charging less than the economic rent. 
The rent of one major tenant of the National Harbours Board at Montreal was not 
revised at the end of a five-year period as provided for in the lease but was 


continued at the previous uneconomic rate. The Port Manager, in a letter to the 
Board dated December 10, 1970, stated: 


The current rental value of 5 cents per square foot is not in line with land values in the area 
and must therefore have been determined after careful study of other economic considerations. 
No recommendation of any change in rental rate was made at the end of the first five-year 
term as, amongst other things, the company had quite serious financial problems... 


On June 4, 1971 a Board member stated : 


the continuation of the current rental rate, which is admittedly below the land value in the 


area, places the Board in a position of subsidizing the lessee to the extent of the difference in 
rental rates... 


and on July 19, 1971 the same member stated: 


[the economic rent] is estimated to be in the order of 20 cents to 25 cents per square foot on 
current values. 


The tenant is being charged the amount of $86,500 annually, based on the 5 
cents per square foot rate instead of $346,000 which would have been chargeable if a 
20 cent per square foot rate had been used. 
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132. Loss of revenue due to miscalculation of ship tonnage. The tonnage of vessels 
registered in certain countries (e.g., Liberia, China and Argentina), as listed in 
Lloyd’s Register of Shipping, is not calculated in accordance with North American 
or British standards which ordinarily result in 20% higher tonnage figures. Because 
of this, the National Harbours Board issued a directive in 1956 that harbour dues 
and dockage charges on ships registered in these countries would be surcharged by 
20%. However, a shipowner was to be reimbursed if he could produce a tonnage 
certificate within six months verifying that the tonnage had been calculated in 
accordance with acceptable standards. 


For the past two years, the Port of Quebec has not collected the surcharge and 
as a consequence revenues have been lost. We have been advised by the Board that: 


Unfortunately, perhaps by reason of personnel changes in the staff at Quebec this directive 
was mislaid and its application was discontinued. 
In order to avoid a recurrence of this situation at Quebec or any harbour under the 
administration of the Board, a new directive was issued in June 1971 reminding all 
port managers of the surcharge. 


133. Inadequacy of crane charges—Vancouver Harbour. In paragraph 117 of last 
years Report, we drew attention to the fact that the National Harbours Board 
tariffs establishing crane charges had remained unchanged for many years. This, 
coupled with rising costs, had resulted in a loss of $76,000 exclusive of depreciation 
in the year ended December 31, 1969. We recommended that a review be made of all 
charges for crane operations and in due course were advised that this would be done. 
Crane charges were not increased, and in the year ended December 31, 1970 there 
was a loss of $107,000 exclusive of depreciation. 


134. Payment for water supply facilities for Roberts Bank, Vancouver, B.C. A 
tenant of the National Harbours Board at Roberts Bank informed the Board that he 
had paid $228,000 to the municipality of Delta to cover the capital cost of water 
supply facilities for Roberts Bank. The Board, with the approval of the Governor in 
Council, reimbursed the tenant in March 1970. 


At the time of our audit, no attempt had been made by the Board to substanti- 
ate that a payment had in fact been made by the tenant to the municipality or to 
obtain a breakdown of the amount of $228,000 and we recommended that this be 
done. On July 16, 1971 the Board wrote to the tenant requesting an accounting for 
the moneys paid to Delta and copies of receipted vouchers substantiating the 
payment. On September 13, 1971 the tenant’s legal advisers submitted a photostatic 
copy of their cheque for $228,000 issued on behalf of the tenant to the municipality 
but stated that they were not aware of how the funds were utilized by the 
municipality. The Board has made no further enquiries. 


96 REPORT OF THE AUDITOR GENERAL — 1971 


A paid cheque is not a satisfactory voucher and, in the absence of an invoice in 
some detail from the municipality in support of the payment, we are not in a 
position to state that the payment was proper. : 


135. Defalcation by National Harbours Board employee. In the early 1960’s the 
National Harbours Board served notices of expropriation on the owners of property 
on certain islands in the St. Lawrence River near Montreal and at various dates 
between 1966 and 1970 the Board issued cheques in settlement. These cheques were 
turned over to one of the Board’s legal officers for delivery to the payees in 
exchange for deeds of acquittance. On 23 occasions between July 1967 and December 
1970 the legal officer forged the payee’s endorsement and deposited the cheque in 
his personal bank account. 


On August 17, 1971 the legal officer tendered his resignation to the Board and 
on September 20, 1971 joined the staff of the Department of Justice in Ottawa. On or 
about September 28, 1971 he confessed his defalcation, whereupon the Board 
initiated an immediate investigation of the circumstances. The Department of 
Justice suspended the officer on October 22 and he resigned seven days later. 


On November 1, 1971 the National Harbours Board employed a firm of public 
accountants to ascertain the extent of the defalcation. Its instructions to the firm 
called for: 


1. Examination of the documentation supporting all land transactions with a view to determin- 
ing the exact amount of any misappropriated funds during the period. 


2. Outline of the procedures followed in any misappropriation that may have occurred. 


3. Determination of the extent of any further examination which would be required to reveal any 
other misappropriations in the areas of claims, work for outsiders and write-off of uncollectable 
accounts and the examination of these areas subject to our [National Harbours Board] prior 
approval. 


4. Confirmation of the procedures already recommended to avoid recurrence of a similar 
situation. 
The public accountants made their report to the Board on December 22, 1971 
indicating that the legal officer had forged the payee’s endorsement on 23 occasions 
involving a total of $51,000. We understand the legal officer involved is to be 
prosecuted and that reimbursement of the losses has been sought from the bank 
which accepted the forged endorsements. 


We were not advised of the defalcation until November 17, 1971. In our 
examinations over the past several years we have expressed concern (paragraph 113 
of our 1970 Report) regarding many weaknesses in the internal financial control of 
the Board. Some of these weaknesses have resulted in failure to collect revenues due 
to the Board from its customers. This particular defalcation would have come to 
light when the property deeds were required for Board purposes but would have 
been revealed much earlier had the Board required periodic reports on uncompleted 
transactions and had the internal control procedures been adequate. 
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We are currently reviewing the situation following receipt of the report of the 
public accountants. 


136. Contract for the construction of a survey and inspection vessel. In April 1970 
the National Harbours Board received the approval of the Governor in Council for 
entry into a contract with the low tenderer for the construction of a survey and 
inspection vessel for use in Montreal Harbour, at an estimated cost of $208,000, 
based on the tender price of $159,500, a contingency provision of $15,000, and federal 
and provincial sales taxes estimated at $33,500. Although the tenderer had not 
posted the required security deposit, he was notified on May 6, 1970 that he had 
been awarded the contract which called for delivery of the vessel on November 2. 
1970. The contractor then submitted one-half of the security deposit on May 25, 1970 
and the other half on June 25, 1970. Although the contract was dated May 6, 1970, it 
was actually executed on June 30, 1970. 


By April 1971 progress payments totalled $157,000 but the vessel was far from 
complete, it being estimated that another $100,000 would be required. 


The principal reasons for the increase in costs were the underestimate of labour 
content and poor management. The contractor’s original estimate of the labour 
required to construct the vessel was 5,000 man-hours but up to April 1, 1971 a total of 
8446 man-hours had been expended and it was then projected that a further 4,400 
man-hours would be required for its completion. 


Although work is at a standstill, the contract has not been cancelled. The Board 
is considering alternatives for completion of the vessel. 


137. Dispute between the National Harbours Board and the Department of Public 
Works. In paragraph 115 of our 1970 Report we referred to a dispute between the 
National Harbours Board and the Department of Public Works relating to water 
consumption at Quebec Harbour in the years 1958 to 1967. We suggested that the 
Board cancel its charge of $52,000 against the Department and pay the amount of 
$25,000 claimed by the Department. The Board has agreed to these suggestions but 
has not yet given effect to them pending completion of negotiations for payment by 
the Department of certain costs associated with the water supply line serving the 


property. 


138. Dispute over electricity charges with the tenant of a grain elevator at Quebec, 
Que. In paragraph 116 of our 1970 Report we drew attention to a dispute between the 
National Harbours Board and the tenant of its grain elevator at Quebec over charges 
amounting to $32,000 for electrical power consumed by the tenant between May 1, 
1967 and May 31, 1968. The claim, now established in the amount of $38,000, has 
been referred to the Department of Justice for settlement. 
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139. Provincial payments to federal hospitals under the Hospital Insurance and 
Diagnostic Services Act. Regulations approved by the Governor in Council under the 
provisions of the Hospital Insurance and Diagnostic Services Act, R.S., c. H-8, 
stipulate that: 


The amounts payable by a province in respect of the cost of insured services provided by 
federal hospitals shall be determined on the basis of the amount that would have been paid by 
the province for such services to hospitals other than federal hospitals in that province that are 
comparable as regards size, facilities, standards of service and location. 


The agreements that have been entered into with each of the provinces and the 
territories set out the manner in which they will comply with the Regulations in the 
matter of reimbursing federal hospitals for the cost of providing insured services. 
Generally, federal hospitals are required to submit to the provincial hospital 
insurance authority the same returns and information, including budgets and 
audited financial statements, that are required from non-federal hospitals and they 
are also to be paid on the basis of approved audited costs. If a federal hospital is 
unable to provide the required returns, it 1s to recelve payment, usually expressed as 
a patient-day rate, calculated on the basis of amounts paid to non-federal hospitals 
providing similar services. Exceptions to the general arrangements are the Province 
of Alberta and the two territories which pay at patient-day rates that have been 
negotiated between the hospital insurance authority and the appropriate federal 
authority. 


Reference has been made in our Reports for the past seven years (paragraph 119 
in 1970) to our inability to determine whether the terms of the agreements with the 
various provinces under the Act, relating to payment to federal hospitals, were being 
observed in all cases. This stemmed from the inadequacy of accounting and medical 
records in some hospitals and from the delay in the preparation and submission of 
returns and billings to the provinces. Some improvement had been noted but the 
situation remained basically the same. 


Our examinations during the year disclosed further improvements but difficul- 
ties were still being encountered at certain hospitals: 


1. Of the five hospitals referred to in our 1970 Report which had never submitted financial 
returns, one, Miller Bay Indian Hospital, was closed in September 1971. The other four had 
still not submitted returns but were preparing to do so. 


2.Adjustment of per diem rates for the years 1965 to 1967 was still under negotiation with the 
Province of Ontario for Moose Factory General Hospital. 


Until such time as all hospitals furnish budgets and financial returns on a 
current basis to the provincial hospital service plans, it is not possible for us to 
determine whether per diem rates being received by the hospitals are equitable and 
in accord with the terms of the agreements with the provinces. 
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140. Loss of revenue due to vacancies in Crown-owned housing. As part of the 
operation of the Charles Camsell Hospital in Edmonton, Alta., the Department of 
National Health and Welfare maintained an entire city block of property adjacent 
to the Hospital comprising 3.66 acres of land and 15 family type dwellings. These 
were used as staff residences accommodating up to 31 families. In November 1969 
the Department reported to Crown Assets Disposal Corporation that the property 
was surplus to requirements since alternative accommodation was available to the 
staff of the Hospital. No attempt was made to lease the rental units as the tenants 
moved out. By November 1, 1970 all of the rental units had become vacant. 


In June 1970, at which time 13 units were vacant, the Department of National 
Defence, having a requirement for married quarters, joined in a submission to the 
Treasury Board requesting approval of the transfer of administration and control of 
the property from the Department of National Health and Welfare to the Depart- 
ment of National Defence. Approval was not received until March 11, 1971 and the 
transfer was effected on March 29, 1971. 


During the period when the units were vacant, market conditions for housing 
accommodation in the Edmonton area were such that short-term leases could 
probably have been arranged. Based on the rental rates that were in effect for 
hospital staff, the revenue loss to the Crown resulting from these units being vacant 
for up to ten months is approximately $21,000. 


141. Canada Assistance Plan. The Public Accounts Committee in its Fourteenth 
Report 1966-67 asked the Auditor General to follow up and report to the House on 
the progress made in implementing the Canada Assistance Plan, R.S., c. C-1, and on 
the adequacy of this new comprehensive approach to social assistance in overcoming 
administrative weaknesses previously criticized. 


We have reported in previous years (paragraph 121 in 1970) on the phasing out 
of contributions to the provinces under agreements pursuant to the Unemployment 
Assistance, Old Age Assistance, Blind Persons and Disabled Persons Acts consequent 
on the enactment of the Canada Assistance Plan. This changeover has continued 
and during 1970-71 all provinces and the Yukon Territory were making claims under 
the Plan. The Northwest Territories has not yet signed an agreement with Canada 
and continues to claim under the Unemployment Assistance Act, R.S., c. U-1. 
Alberta, Ontario, and the Yukon Territory were claiming under both the Plan and 
the Unemployment Assistance Act and all provinces and territories were still 
claiming under one or more of the three categorical programs. It is expected that 
ultimately all contributions to the provinces and the territories towards the cost of 
social assistance will be made under the provisions of the Canada Assistance Plan. 


Contributions under the Plan during the year amounted to $390,860,000 com- 
pared with $293,529,000 in 1969-70. 
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The agreements with the provinces under the Canada Assistance Plan provide 
that a statement of final costs, certified as to the correctness of the information 
contained therein by the provincial authority and the provincial auditor, must be 
delivered to the Minister of National Health and Welfare within one year following 
the year to which it relates or within such further period as the Minister may agree 
to. The Provinces of Newfoundland, Saskatchewan and British Columbia have been 
unable for the past three years to deliver their statement of final costs within the 
prescribed one year period. Because of this delay our audit of the Plan, with respect 
to these Provinces, is conducted about two years in arrears. Subject to this limitation 
our examinations have not disclosed any serious weaknesses in the administration of 
the Plan. 


142. Frauds in the Old Age Security Program. In previous Reports (paragraph 
122 in 1970) reference has been made to frauds amounting to $961,000 in the Old Age 
Security Program that an investigation had disclosed in 1969 following a routine 
check by the Department of National Health and Welfare of undelivered cheques at 
one regional office. Recoveries of about $375,000 had been made and the investiga- 
tlon was continuing. 


Further investigation by the Department has disclosed additional irregular 
payments bringing the total to $1,039,000, of which $532,000 has been recovered. 


143. Guaranteed income supplement. In paragraph 123 of our 1970 Report we 
drew attention to overpayments of guaranteed income supplement that were being 
disclosed through an annual test comparison of the income shown by the applicant 
on his claim for supplement with that shown on his income tax return for the same 
year. The tests made in 1968 and 1969 relating to income in 1967 and 1968, which 
covered approximately 5% of the claims, indicated annual overpayments of up to $5 
million and, although we suggested that a test that covered the total case load only 
once 1n 20 years was low, the Department of National Health and Welfare decided 
to continue the same percentage of test of 1969 income and, if the results warranted, 
to consider a more extensive check in the future. 


The following table shows the amount of the overpayments disclosed in each of 
the past five years: 
Over- 


Income payments 
checked disclosed 


LOQTE Epa he as ee Ay i EU op lt el atria Ni ARAL i os al oy Pa, 1966 $ 188,000 
POG Rohl) heath. hiases a ee HEA wN ae tits DA ther ema LS tk fe Edge ly 1967 173,000 
12 ae Nee OR ROTI CLONE  AIE E RO MIVA ig ok NER Ser MICRO La 1968 267 ,000 
POFO TG, ye NE, LE Dn, ae, MP: Re eene TIN ee 1969 518,000 


LTE Sohdee PAM, OMT MB 2 eR: SIRE OA ENS OS ly Ae INA | eee Ac ee ene 1970 212,000 
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When the Public Accounts Committee considered paragraph 123 of our 1970 
Report on December 7, 1971, the Deputy Minister advised the Committee that the 
check to be made in 1972 of 1971 income was being increased to 10%. 


144, Final benefit calculations under the Canada Pension Plan. When an applica- 
tion 1s received by the Department of National Health and Welfare for a benefit 
under the Canada Pension Plan, R.S., c. C-5, the amount of the entitlement cannot 
be finally calculated until information with respect to earnings and contributions 
during the final period of employment of the applicant is received from the 
Department of National Revenue, which is responsible under Part I of the Plan for 
the collection of contributions. Final reports for a taxation year are not available 
until approximately 11 months after the close of the year. 


In order that an applicant may receive an immediate pension, section 60 of the 
Plan provides for payment of an interim benefit. This benefit is based on the 
information. contained in the record of earnings, compiled from reports of the 
Department of National Revenue, and on information provided by the applicant 
with respect to his final period of employment. Section 60 also provides for payment 
to the beneficiary of any additional amount, or collection of any overpayment, 
when final calculations are made. 


Retirement benefits became payable under the Plan in January 1967 and 
survivor benefits in February 1968. At December 31, 1969, 160,000 awards, including 
25,000 lump-sum payments of death benefits, had been made, of which 129,000 are 
still in payment. Each of these benefits has been calculated on an interim basis 
under the provisions of section 60 of the Plan. The Department has made no final 
calculation of the awards, although actual earnings information from the Depart- 
ment of National Revenue has been made available for each year up to 1969. In a 
limited examination of interim earnings, on which survivor benefit calculations were 
made in 1968, and actual earnings we found variances in more than 25% of the cases, 
of which about 30% represent possible overpayments. A similar test of retirement 
pension awards, by the Department of Supply and Services which provides computer 
service for the Plan, disclosed an even higher incidence of error. 


The only explanation for failure to make final calculations of awards appears to 
be that the Department does not have the staff necessary to do the work. 


As a considerable number of the pension awards remain in payment for a 
relatively short period of time, it would appear essential that the final calculation of 
the benefit be made as soon as practicable after information on actual earnings 
becomes available. 


145. Excessive charge to appropriation for the National Library. Secretary of State 
Vote 85 provided $2,600,000 to meet the program expenditures of the National 
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Library. The Vote text stipulated that this amount included a specific sum of 
$235,000 for the purpose of acquiring books and that amount was transferred from 
the Vote to the National Library Purchase Account in accordance with section 12 of 
the National Library Act, R.S., c. N-11. 


The term “books” includes other library materials and, in the course of our 
examination, we noted that an additional net amount of $34,000 was paid from the 
appropriation as advance payments in connection with the purchase of a collection 
of microfilms of ancient documents. Consequently, the Vote has been charged with 
$34,000 in excess of the amount authorized by Parliament specifically for the 
purchase of books. This amount could not have been paid from the Purchase 
Account in which there was a balance of only $1,250 at March 31, 1971. The 
following are the circumstances giving rise to the advance payments. 


In 1970 a committee representing a group of Montreal citizens asked if the 
National Library would establish an account within the National Library Special 
Operating Account into which donations could be placed for the purchase for the 
National Library of microfilms of an important collection of ancient manuscripts 
which heretofore had not been available to scholars in the Western World. The 
National Library agreed, and the committee accepted the offer of a Montreal 
resident to organize a campaign to raise an estimated $250,000 for the purchase of 
this material. 


Before sufficient contributions were paid in to cover the cost of the microfilms, 
advances were made to a Montreal book dealer, who was arranging for the acquisi- 
tion, and were charged to Vote 85. Because of this, contributions were credited to the 
Vote as received. However, contributions were slow in coming in and a number were 
in the form of post-dated cheques which were later returned by the banks because of 
insufficient funds. During the year advances totalled $62,500 and donations $28,500, 
leaving a net charge to the Vote of $34,000. A further advance of $25,000 was made 
in 1971-72 and charged to the corresponding appropriation in that year. 


In view of the fact that only $46,800 in contributions had been received to 
October 1971, it is suggested that if this purchase is to be completed, consideration 
should be given to an appropriate method of financing It. 


146. Excessive charge to appropriation for the National Museums of Canada. 
Secretary of State Vote 90 provided $8,333,000 to meet the program expenditures of 
the National Museums of Canada. The Vote text stipulated that this amount 
included a specific sum of $1,166,000 for the purchase of objects for the collections of 
the Corporation and that amount was transferred from the Vote to the National 


Museums Purchase Account in accordance with section 10 of the National Museums 
Att, foo. & N-12. 


In the course of our examination, we noted that in addition an amount of 
$40,400 was paid from the appropriation as the purchase price of works of art. 
Consequently the Vote has been charged $40,400 in excess of the amount authorized 
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by Parliament specifically for the purchase of objects for the collections of the 
Corporation. Funds sufficient to cover this purchase were available in the National 
Museums Purchase Account. 


147. Cancellation of contract for animated puppet display. In April 1967 the 
National Museums of Canada entered into a contract for the production of an 
animated puppet display illustrating a folk tale ‘‘Le Serpent au Teint Vert” ata 
cost of $76,950, the work to be completed by April 1969. The contractor entered into 
a subcontract in June 1967 in the sum of $50,000 for the production by April 1969 of 
a system of puppet animation, stage settings and synchronization of the elements 
for the production. The prime contractor was paid a total of $58,000 during the 
period May 1967 to July 1968. 


An inspection of the work by an officer of the National Museums in September 
1968 disclosed that the subcontractor had produced puppets that were “inefficient 
according to our specifications and simply don’t work’’. The officer was of the 
opinion that the prime contractor had “‘absolutely no practical technical knowledge 
how to execute a task this big’’ and the subcontractor had ‘‘no artistic and technical 
ability to plan and organize a project so complicated as this’. He reeommended that 
the project be stopped immediately. 


In May 1969 the National Museums engaged a firm of consultants to undertake, 
at a cost of $6,600, a feasibility study to determine the expertise required and the 
estimated cost of completing the project. The consultants estimated that an addi- 
tional $325,000 would be required to complete the project. 


In an attempt to recover the amount paid under the contract, legal proceedings 
were instituted against the prime contractor. However, these proceedings were held 
in abeyance when repayment of $12,268 was received in March 1971 from the 
contractor who also agreed in June 1971 to take legal proceedings against the 
subcontractor and pay any amount recovered to the Crown as part settlement of the 
claim. 


148. Computer purchased on the instalment plan. In February 1969 the Treasury 
Board issued a circular to government departments and agencies announcing a new 
policy in relation to the various financial options available for computer acquisition 
including the instalment plan. The circular instructed the departments to ‘‘explore 
all such options, and select the one which provides the flexibility required at the 
least overall cost’. In accordance with these instructions, the National Research 
Council of Canada determined that the most economic option was outright pur- 
chase. However, the large capital outlay required for outright purchase could not be 
accommodated in the Council’s annual estimates due to the financial limits imposed 
by the Cabinet and the instalment method of payment was chosen as the most 
economic of the options still open. 
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In August 1970 the Treasury Board authorized the total purchase price of 
$3,407,000 to be met by a payment of $1,280,000 by the delivery date in October 1970 
with the balance of $2,127,000 to be financed, and paid by instalments with interest 
at 10% per annum for 43 years. 


The instalment payment agreement included the following: 


(a) Title to the machines to remain with the computer supplier until the total sale price is paid. 


(b) In the event that future funds for instalments are not provided by Parliament, the computer 
supplier may remove the machines and be entitled to retain all sums paid. 


(c) The purchaser, in the event of repossession, would be obligated to reimburse the supplier for 
costs (if any) necessary to restore the equipment to a fully operational and working order 
(ordinary wear and tear excepted). 

This method of financing is a serious departure from the concepts of the 

Financial Administration Act. It infringes on control by Parliament and violates the 
principles on which the following sections of the Act are based: 


(1) section 36 which provides that no money shall be borrowed or security issued by or on behalf of 
Her Majesty without the authority of Parliament; 


(2) section 37 which provides that where Parliament has authorized the borrowing of money, the 
Governor in Council may authorize the Minister of Finance to borrow the money by the issue 
and sale of securities in such form, for such separate sums, at such rate of interest and upon 
such other terms and conditions as the Governor in Council may approve; 


(3) section 39 which specifically empowers the Governor in Council to authorize the Minister of 
Finance to make temporary loans for a period not exceeding six months. 

Section 40 of the Financial Administration Act requires that a statement of all 
borrowing transactions shall be included in the Public Accounts but there is no 
provision for the disclosure of indebtedness arising from purchases being made by 
the Government on the instalment plan. 


Interest charges of $467,000 will be paid to the computer supplier over the life of 
the contract. This is $167,000 more than the $300,000 which it is estimated would 
have been paid had the funds been borrowed in the normal manner. 


149. Determination of “sale price” for sales tax purposes. As far back as 1946, the 
Auditor General drew the attention of the House of Commons to the practice of the 
Department of National Revenue of collecting sales tax 1n certain circumstances on 
lesser amounts than the “sale price’ of manufactured goods although section 27 of 
the Excise Tax Act, R.S., c. E-13, requires sales tax to be calculated on the “‘sale 
price’. (See paragraph 125 of our 1970 Report.) 


In 1955 a Sales Tax Committee was appointed to review and advise upon 
certain technical questions relating to the administration of the sales tax. Included 
in the Committee’s report, dated January 12, 1956, is the statement that “the Act 
does not appear to authorize the Minister to vary actual selling prices or to impute 
wholesale prices when they do not exist’, and the Committee recommended that 
“the existing scheme of valuation be continued for the present with statutory 
sanction’’. 
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In its Eighth Report 1964-65 which was presented to the House of Commons on 
December 7, 1964, the Public Accounts Committee recommended 


that an amendment be made to the Excise Tax Act designed to give statutory sanction to the 
existing scheme of valuation followed by the Department of National Revenue in authorizing 
manufacturers by regulation to compute the sales tax on less than the actual sale price. 


The Committee mentioned the matter again in its Fourth Report 1969- 70 and, in a 
letter to the Chairman of the Committee on November 25, 1970 concerning action 
taken on matters referred to in that Report, the Minister of National Revenue 
stated that this matter represented a most difficult legal and practical problem on 
which the Department has been working with the Department of Finance for some 
time. The Committee has not yet given consideration to the letter from the 
Minister. (See Appendix 1, 1tem 10.) 


150. Delay in collecting sales tax. In our last three Reports (paragraph 125 in 
1970) we have referred to section 27 of the Excise Tax Act, R.S., c. E-13, under which 
licensed manufacturers are required to pay sales tax on fully manufactured goods 
purchased for resale. 


Some licensed manufacturers prefer to collect sales tax on all their sales, 
including sales of fully manufactured goods purchased by them for resale. In such 
cases the Department of National Revenue by regulation permits them to immedi- 
ately deduct any sales tax paid on these purchases from amounts currently due the 
Department with respect to their taxable sales. The effect of this regulation is that a 
manufacturer’s inventory of fully manufactured goods purchased for resale is 
carried free of sales tax and the requirement of the law that sales tax be paid on his 
purchases of fully manufactured goods for resale is completely negated. 


During its consideration of our 1968 Report the Public Accounts Committee 
dealt with this matter and in its Fourth Report 1969-70 expressed the opinion that 
the practice being followed was less cumbersome than the practice called for by 
section 27 of the Excise Tax Act and that an amendment should be sought. 


In writing to the Chairman of the Public Accounts Committee on November 25, 
1970 concerning action taken on matters referred to in the Committee’s Fourth 
Report 1969-70, the Minister of National Revenue stated that the opinion expressed 
by the Committee that an amendment to the Excise Tax Act should be sought had 
been noted by the Department and that an appropriate statutory amendment forms 


part of the Department’s legislative program. (See Appendix 1, 1tem 29.) 


151. Concessions made to motor vehicle manufacturers. In previous Reports 
(paragraph 126 in 1970) we have drawn to the attention of the House the matter of 
concessions made to motor vehicle manufacturers because of the responsibility of the 
Auditor General to examine and ascertain not only that all public moneys are being 
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fully accounted for, but that the rules and procedures applied are sufficient to 
ensure an effective check on the assessment, collection and proper allocation of the 
revenue. 7 


We expressed the view that, as long as there are conditions to be met before a 
motor vehicle manufacturer qualifies for duty-free importation under the various 
programs involving concessions to such manufacturers, it 1s essential that adequate 
procedures and accounts be set up by the Department of National Revenue since it 
is the responsibility of that Department to take and maintain the initiative in 
assessing and collecting taxes due to the Crown. 


Our examinations had indicated that the procedures followed by the Customs 
and Excise Division of the Department of National Revenue in administering the 
Motor Vehicles Tariff Order 1965 were not adequate to protect the revenue and that 
it was essential that the Department take steps to strengthen its administration of 
the program to ensure that the importers concerned did not benefit from concessions 
beyond those approved by the Governor in Council and that revenues due to the 
Crown were promptly collected. This situation remains the same. 


Our comments on this subject in our 1968 Report were examined by the Public 
Accounts Committee at meetings held on June 10, 12 and 17, 1969, when officials of 
the Department of National Revenue, the Department of Industry, Trade and 
Commerce and the Department of Finance were questioned. The Committee has not 
yet reported to the House on these meetings. 


For the year ended July 31, 1970 all major motor vehicle manufacturers 
importing under the Motor Vehicles Tariff Order 1965 met the conditions of that 
Order and consequently there were no duties and sales tax on duties owing by those 
manufacturers at March 31, 1971. 


However, it was noted during the year that one major manufacturer imported 
commercial vehicles which were not of the same class as the vehicles manufactured 
by him. Because the Motor Vehicles Tariff Order 1965 permits the duty-free import 
of completed automobiles, buses and specified commercial vehicles, only when 
imported by a manufacturer of the same class of vehicle, a conditional remission 
order, P.C. 1970-1536 dated September 9, 1970, applicable to the major manufacturer 
was granted under section 17 of the Financial Administration Act. The conditions 
were not met and the manufacturer became liable for duties and sales tax on duties 
amounting to $6 million. 


However, this debt to Canada is not included in the accounts receivable of the 
Department of National Revenue—Customs and Excise which are shown as $14,301,- 
000 on page 27.2 of Volume II of the Public Accounts. An explanatory note states in 
part as follows: 


Not included in the statement is a contingent receivable estimated at $6,324,066 for duties and 
taxes resulting from failure to meet the requirements of the law in connection with the 
importation of motor vehicles and motor vehicle parts, having particular reference to the 
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automotive programs. This estimate includes only cases where the department has ascertained 
that companies have not fully complied with the conditions specified ... 


The Department has taken no steps to collect this amount and we are informed that 
it expects the debt to be forgiven. 


152. Remissions granted by the Governor in Council under section 17 of the 
Financial Administration Act. Section 17(1) of the Financial Administration Act 
provides that: 


The Governor in Council, on the recommendation of the Treasury Board, whenever he 
considers it in the public interest, may remit any tax, fee or penalty. 


and subsection (8) requires that: 


A statement of each remission of one thousand dollars or more granted under this segion 
shall be reported to the House of Commons in the Public Accounts. 


In accordance with this requirement, listings of remissions of one thousand 
dollars or more are included in Volume I of the Public Accounts. However, in the 
case of remissions. under a machinery program there has been a departure from the 
normal practice in that names have not been shown. 


As in previous years, the majority of the remissions pertain to customs and 
excise duties and excise taxes administered by the Customs and Excise Division of 
the Department of National Revenue. The totals of the remissions with respect to 
this Division for which amounts appear in the Public Accounts, in each of the past 
five years are as follows: | 


MCh a REP EM ee Mende reriras a Natit Bsc RGAS plata eUt Ghd eek, Pel ain gute a cen sim Lace Oh ane eae $ 30,134,000 
EOS a ee eee OER ee Re ris DFARS MRE Kbps of DRE hrs Ohl ahs, BEES atk OMAR Rey Sree ei 29 , 506 ,000 
EU Gt On pe eererien eens Seis Meer esis Ne Saad kok OY he aes SOAs eee eae ele 197 ,308 ,000 
TA er a eee Ses ie tes ioe oon ini ‘nik 2k niente Grats odes &: ohn PabeLe ea e's xe: Rye aaa: Bae ee, 179 ,826 ,000 
Ale a Ie Re em ae Rat sk UR TINS te gk LO BIA tina e guIR Shen O) SE dy ee ale are ae eM ET Se aes ne 117 ,095 ,000 


In addition to the remissions for which amounts are shown, a number are 
granted where the amounts involved are not accumulated or cannot be readily 
determined. In such cases, a narrative description of the remission is included in the 
Public Accounts. 


Remissions relating to a machinery program amounted to $71.4 million com- 
pared with $55.1 million in 1969-70. This program was introduced by the Department 
of Industry, Trade and Commerce in December 1967 to enable Canadian industries 
to acquire capital equipment at the lowest possible cost. 


Remissions on goods or equipment imported into Canada on a temporary basis 
amounted to $16.9 million in 1970-71 compared with $21.7 million in 1969-70. 


Remissions totalling $15.2 million, compared with $12.6 million in 1969-70, were 
granted during the year to Canadian airlines making use of their aircraft in 
international as well as domestic service. The percentage of duties and taxes 
remitted is the percentage that international usage bears to total usage. 
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Remissions totalling $239,000 were granted during the year to 22 companies and 
two individuals in cases where it was considered that litigation would not be 
expedient. 


153. Income tax owing by non-residents. In previous Reports (paragraph 128 in 
1970) reference has been made to the deletion from the accounts of income tax owing 
by taxpayers from whom collection could not be effected because they were no 
longer resident in Canada. 


During the year such deletions amounted to $176,000 owing by 471 taxpayers. 
This compares with deletions in the previous year of $746,000 owing by 630 taxpay- 
ers of which $410,000 was owing by 14 taxpayers. 


We reiterate our view that the continuing problem of collecting income tax from 
non-residents is aggravated by the fact that a person emigrating from Canada is not 
required to obtain a tax clearance before departure, by the lack of any agreement 
with other countries for the collection of tax on a reciprocal basis, and by the 
apparent inability of any government to make use of the courts of another country 
for tax collection purposes. 


There is a similar problem with respect to some residents of Canada living near 
the United States border who are employed in the United States. Such persons are 
taxable in Canada on their income, whether earned in the United States or Canada, 
but collection becomes impossible if the resident arranges to keep in the United 
States any assets which might be seized. 


The Public Accounts Committee in its Fourth Report 1969-70 stated that 


this is an area where the government should take immediate steps, perhaps by a series of 
agreements with other countries as well as developing its own internal procedures, to minimize 
the evasion of payment of income tax by persons leaving Canada or removing assets from 
Canada. 


As far as we are aware the Department has not responded to this statement by 
the Committee. 


154. Income tax concessions to members of the Canadian Forces. In previous 
Reports (paragraph 129 in 1970) attention has been drawn to three income tax 
concessions enjoyed by members of the Canadian Forces under Regulations made 
pursuant to section 66 of the Income Tax Act, R.S. 1952, c. 148. The first was that a 
serviceman, unlike a civilian taxpayer, received the benefit of the married exemp- 
tion even though his wife’s income exceeded $1,250, and where his wife had an 
income between $250 and $1,250 in a taxation year he was not required to reduce his 
married exemption by the amount by which his wife’s income exceeded $250. 


The second concession was that no tax was paid by a member of the Canadian 
Forces on amounts of pay and allowances payable in a taxation month in conse- 
quence of an upward adjustment in the month of his pay and allowance entitle- 
ments for the month. 
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The third concession permitted a member, who reported income from sources 
other than employment as a member, to calculate tax on this income commencing at 
the lowest percentage rate in effect for the taxation year. 


An amendment (1970-71-72, c.63) to the Income Tax Act, which received Royal 
Assent on December 238, 1971, repeals section 66 of the Act under which these 
concessions were granted to members of the Canadian Forces who are now to be 
taxed on the same basis as other Canadians. 


155. Insufficient penalty for late payment of income tax. In previous Reports 
(paragraph 130 in 1970) we have drawn attention to the substantial amounts of 
income tax remaining unpaid at March 31 of each year. We have suggested that the 
imposition of penalties for late payment, over and above the 6% which was payable 
on taxes paid after the due date, could be of material assistance to the Taxation 
Division of the Department of National Revenue in collecting its outstanding 
accounts. 


Unpaid income tax at March 31, 1971 amounted to $425 million compared with 
$333 million at March 31, 1970. 


An amendment (1970-71-72, c. 63) to the Income Tax Act, R.S. 1952, c. 148, which 
received Royal Assent on December 23, 1971, modifies the provision of the Act for 
payment of interest by the taxpayer and section 161(1) of the Act now provides that 


Where the amount paid on account of tax payable by a taxpayer under this Part for a 
taxation year before the expiration of the time allowed for filing the return of the taxpayer’s 
income is less than the amount of tax payable for the year under this Part, the person liable to 
pay the tax shall pay interest at a prescribed rate per annum on the difference between those 
two amounts from the expiration of the time for filing the return of income to the day of 
payment. 


Thus the rate of interest is no longer specified by the Act and changes are now 
possible without an amendment thereto. 


156. Inability to express an opinion as to the correctness of the accounts and 
financial statements of the Northern Canada Power Commission. Our examinations of 
the records of Northern Canada Power Commission in recent years have disclosed 
inadequacies and weaknesses in the accounting and internal controls which were 
regularly drawn to the attention of the management. Last year the more serious of 
these were referred to in paragraphs 131 to 133 of our Report to the House of 
Commons. In December 1970 we were advised by management that “necessary 
action has already been taken or is being taken to correct and improve the 
Commission’s accounting system and procedures where you have indicated weak- 
nesses”. However, in our examination during the year we found that the condition 
of the records and internal control had deteriorated to such an extent that it was not 
possible to express an opinion on the correctness of the Commission’s accounts and 
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financial statements. As a consequence the Auditor General’s Report to the Minister 
of Indian Affairs and Northern Development included the following: 


Due to the continuing unsatisfactory condition of the records, I am unable to express an 
opinion as required by section 77 of the Financial Administration Act on the validity of either | 
the accounts or the financial statements for the year ended March 31, 1971. I have discussed | 
the situation at length with the Commission who have now taken steps to correct the | 
unsatisfactory condition during the current year. | 


Examples of the weaknesses are as follows: 


1. FAILURE TO BILL CUSTOMERS FOR WORK DONE. Upon completion of work done for its 
customers, the Commission had failed to bill them to the extent of at least $1,211,000. The 
Commission has explained that there was a deliberate decision to defer a billing of $1,135,000 | 
to the Department of Indian Affairs and Northern Development for expenditures on utilidor | 
construction at Frobisher Bay, because the Department had no funds with which to make 
payment. In our opinion this 1s improper and 1s not 1n the best interest of Parliament. 


2. DELAYS IN BILLING CUSTOMERS. There were frequent delays some as long as two months in the 
Commission’s head office before billings for non-utility accounts were made. 


3. INADEQUATE COLLECTION ACTION. The follow-up of outstanding accounts was unsatisfactory 
due to laxity and lack of proper supervision. 


4. INADEQUATE RECORDING OF INVENTORIES. Perpetual fuel records for sixteen plants did not 
agree with physical quantities on hand and necessitated an adjusting entry of $119,000. 
Perpetual stores records at two plants did not agree with the physical quantities on hand and 
necessitated an adjusting entry of $63,000. There were delays of two months in the recording of 
stores issues from one plant. 


5. INADEQUATE RECORDING OF CAPITAL ASSETS. The Commission’s accounting procedures require 
an annual physical count of the capital assets held by each plant and subsequent agreement 
with the head office records. Counts from eight plants had not been checked. The accounts did 
not record the return of two gas turbines to a supplier and an adjusting entry of $89,000 was 
necessary. No record had been made with respect to fire damage and an insurance claim for 
$31,000 also necessitated an adjusting entry. Many capital asset work orders were not being 
closed out promptly upon completion of the work due in part to the lack of liaison between the 
accounting and engineering departments but also due to the lack of systematic enquiry by the 
accounting department as to the status of each. 


6. INADEQUATE JOURNAL VOUCHERS. These frequently did not carry satisfactory explanations. 
For the month of March 1971 there were 588 journal vouchers as opposed to a monthly average 
of 150. Of the 588, 18 related to prior years’ transactions and 106 related to prior months’ 
transactions. 


7. DELAYS IN RECORDING AND DEALING WITH INVOICES FROM SUPPLIERS. Numerous instances 
were noted where invoices from suppliers were not recorded and dealt with promptly. One such 
delay related to an invoice which was received ten months previously. 

Following extensive discussions with the Chairman and members of the Com- 
mission, steps are being taken to reorganize the accounting and financial controls 
along lines which we believe should prevent any recurrence of this unfortunate 
situation. 7 


157. Expenditures made without proper authority. In paragraph 131 of our 1970 
Report, we noted that Northern Canada Power Commission had incurred expendi- 
tures prior to obtaining the approval of the Governor in Council or of the Treasury 
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Board or in excess of the estimated costs which had been approved. This situation 
has not been remedied, the following examples being noted during the year: 


la Section 6(3) of the Northern Canada Power Commission Act, R.S., c. N-21, provides that the 
Commission shall not with respect to any project undertake or enter into any contract, other 
than for maintenance or repairs, for the construction, making, erection, purchase or aealee 
tion of any works, etc., involving a total estimated expenditure exceeding $50,000 unless the 
project has been approved by the Governor in Council. Five instances were noted in which 
expenditure exceeded the amount approved by the Governor in Council: 


Expenditure 


to 
Amount March 31, 


approved 1971 


Frobisher Bay— 
Additional generating capacity, fuel storage and utilidor structures. ...$ 1,400,000 $% 1,585,000 


Expansion project, additional generating equipment................. 750,000 937 ,000 
Yellowknife /Snare— 

MICSEl Plane DFOTECLS hee oes Fa 2h se hate hae ee Er ee ea ae 800 ,000 829 ,000 
Norman Wells— 

Expansion projects, additional generating equipment................ 120 ,000 156 ,000 
Taltson River—Twin Gorges— 

P XDaUenATOlCCUM nee Aree FM aes Wee Madar ek DRE Abe oe -- 81,000 


Bill C-193 ‘‘An Act to amend the Northern Canada Power Commission Act”, which was 
given first reading in the House of Commons on November 16, 1970 includes a clause to repeal 
section 6(3) of the Act. When the Bill was being considered by the Standing Committee on 
Indian Affairs and Northern Development, a member of the Commission gave the following 
explanation of the clause: 


The next item, Clause 2 of the Bill, is more of a housekeeping item than anything else. It 
repeals Section 6(3) of the Act, which at the moment requires that the Commission submit 
to the Governor in Council, for approval, any intention to undertake a project or enter 
into any contract for repairs, maintenance, construction, etc., exceeding $50,000. It has 
been found that this was simply one step that was desirable in the early years of the 
Commission but now is redundant because there are three other steps that are required 
before the Commission may spend this sort of money. 


The first is the preparation, in accordance with Treasury Board requirements, of program 
forecast; the next is the submission of estimates to Treasury Board—in other words the 
normal procedures followed by other departments and agencies; and thirdly, for any 
amounts over $5,000, a submission to the Treasury Board to enter into a contract. This 
additional requirement of obtaining Governor in Council approval did indeed, in this day 
and age, seem a little unnecessary, and hence the reason for the suggestion that it be 
removed. 


2. The Government Contracts Regulations provide that where a construction contract was 
entered into with the approval of the Treasury Board, the amount may be increased without 
further approval by not more than ten per cent or by fifteen thousand dollars, whichever 
results in the lesser amount. We have noted seven cases, including five which were referred to 
in last year’s Report, in which the Commission had exceeded these limits. These contracts had 
been approved in the amount of $2,940,000 but expenditure totalled $3,499,000. 


3. The Government Contracts Regulations require that the approval of the Treasury Board be 
obtained before a purchase contract exceeding fifty thousand dollars is entered into. The 
Commission has incurred expenditure of $53,236 on one contract without the approval of the 
Treasury Board or of the Governor in Council. 
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158. Losses on Post Office services. For a number of years (paragraph 134 in 
1970) the attention of the House has been drawn to the continuing loss suffered by 
the Post Office on the handling of second class mail. This annual loss rose to a peak 
of $41.8 million in 1968-69 but dropped to $28.4 million in 1969-70 following increases 
in postal rates. Notwithstanding the recommendation of the Royal Commission on 
Government Organization that “an annual grant be made by Parliament in an 
amount sufficient to cover the costs of the Post Office in handling second class mail” 
and the recommendation of the Public Accounts Committee that ‘‘the Post Office 
Department or Parliament immediately find ways and means of covering the loss of 
the Post Office Department in handling second class mail’, the loss absorbed by the 
Post Office has increased annually because postal rate increases have not kept pace 
with increasing costs. 


In the meantime the overall loss on postal operations has been increasing, 
reaching an all-time high of $100,592,000 in 1970-71. This overall loss arises because 
of losses totalling $104,536,000 on the following services, for which costs and revenues 
and the comparable loss figures for the previous year are shown: 


1970-71 1969-70 
% of % of 
Service Cost Revenue Loss cost Loss cost 
Mail— 
First class....... ‘$ 246,249,000 $ 215,307,000 $ 30,942,000 12.6 $ 525,000 Nye 
Second class..... 48,961,000 13,785 ,000 35,176,000 71.8 28 , 362 ,000 66.0 
Third class...... 78 , 289 ,000 54,529 ,000 23,760,000 30.3 20,319,000 22.4 
Fourth class. .... 79 ,937 ,000 76,527 ,000 3,410,000 4.3 3,334,000 4.4 
Government..... 22 ,956 ,000 22,770,000 186 ,000 8 (2,414,000) 
Other— 
Money order..... 17,727 ,000 12,582,000 5,145,000 29.0 4,823 ,000 Bit 
Registration..... 18,414,000 15,625,000 2,789,000 15.1 1,357 ,000 “iC 
CODA Bae 7,511,000 4,799 ,000 2,712,000 36.1 2,159,000 29.2 
Lock box... ..-. 5,479,000 5,063 ,000 416,000 7.6 428 ,000 8.0 
$ 525,523,000 $ 420,987,000 $104,536 ,000 $ 58,893,000 


The above costs are all-inclusive in that they include the value of services 
provided to the Post Office by other departments. The revenue figures are also 
all-inclusive in that in addition to the cash revenue received by the Post Office for 
its services, they include the value of mail which the Post Office is required by the 
Post Office Act to handle without payment of postage, as well as the interest value 
of the balances in the Money Order Account although an offsetting charge for this 
interest 1s not recognized.in the accounts of the Department of Finance which 
recelves the benefit from these balances. 


There was an increase in second class mail rates with effect from April l, 1970, 
and increases in other rates which have taken, or are to take, effect subsequent to 
that date include: an increase from 6 to 7 cents in the basic rate for first-class mail 
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on July 1, 1971 and a further increase to 8 cents on January 1, 1972; and increases in 
surface mail rates for third class mail and money order fees with effect from July 1, 
1971. 


159. Allowances not reported for income tax purposes. In paragraph 138 of our 
1970 Report we stated that boot and glove allowances paid to Post Office employees 
since October 1968 were not being included in the earnings of employees reported for 
income tax purposes although the Taxation Division of the Department of National 
Revenue had ruled that the allowances were taxable under section 5(1)(b) of the 
Income Tax Act, R.S. 1952, c. 148. As a consequence income tax on payments of up 
to $592,000 in 1968 and up to $1,100,000 in 1969 had been lost to the Crown and we 
pointed out that no submission had been made to the Governor in Council request- 
ing remission of the tax on this income. 


On May 25, 1971 the Boot and Glove Remission Order was issued, under 
authority of Order in Council P.C. 1971-1011. This Order, which forgave the tax due 
on payments of the allowances made in 1970, has not been included in the listing of 
remissions granted in. section 12 of Volume I of the 1971 Public Accounts in 


accordance with the requirements of section 17(8) of the Financial Administration 
Act. 


There has been no remission with respect to the 1968 and 1969 payments so that 
forgiveness of the tax in respect of those two years still lacks the requisite authority. 


160. Allowances to land mail contractors for services not performed. Because of the 
rotating strikes of postal employees during July and August 1970 some mail 
contractors were prevented from fulfilling the terms of their contracts for the pick-up 
and delivery of mail. Payments to the contractors for maintaining equipment and 
staff during the periods of the stoppage of mail service amounted to $328,000 for 
which no services were rendered. 


161. Recovery of the cost of training courses exclusive of language training. During 
the year the Public Service Commission spent $1,495,000 compared with $1,058,000 in 
1969-70 (see paragraph 140 of our 1970 Report) to provide departments and agencies 
with courses for staff development. However, with effect from April 1, 1970, some 
courses were provided on a cost-recovery basis and $685,000 was recovered, leaving a 
net charge to the Commission of $810,000. Beginning in 1971-72 training course costs, 
exclusive of language training costs, are to be fully recoverable and temporary 
financing of the cost of these courses is to be by means of a revolving fund 
authorized by Secretary of State Vote L120, Appropriation Act No. 3, 1971, 1970-71- 
72, c.46. The amount outstanding in this fund at any one time is not to exceed 
$700,000. 


162. Language training costs. One of the activities of the Public Service Com- 
mission is language training for which funds are provided by Parliament “‘to 
facilitate the use of two official languages in the Public Service and operation of 
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French and English language schools for public servants including curriculum and 
test development”. 


In 1970-71 expenditure by the Public Service Commission on language training 
was $7,038,000 compared with $4,962,000 in 1969-70. This amount includes the cost of 
facilities, teachers’ salaries and other operating expenditures. In addition, costs 
relating to bilingualism are also being met from appropriations of other depart- 
ments and agencies, examples being teachers’ salaries, special language training 
units and fees paid to commercial language training schools. These additional costs 
in 1970-71 are estimated at $400,000 and appear to be rapidly increasing in 1971-72. 
Furthermore, the salaries and expenses of persons taking the language training 
courses are not included as costs of language training. © 


The planning, programming, budgeting system presently in use by the Treasury 
Board enables an intensive study to be made of feasible alternative ways of 
attaining defined objectives with a view to determining the approach most likely to 
achieve the greatest benefits for a given cost. The objectives describe what part of 
the total government responsibility the department is given as its particular 
responsibility and similarly a series of sub-objectives are developed leading to the 
division of the department’s total responsibility into logical separate parts. 


If such a system is to operate with maximum effectiveness, accurate all-inclusive 
costs are essential. In paragraph 140 of our 1970 Report we suggested that considera- 
tion should be given to having the language training program provide for the full 
cost of training including the salaries and expenses of persons taking the training. 
However, there has been no change in the past practice of leaving these costs in the 
varlous departmental appropriations. 


163. Eating facilities for Crown employees in public buildings. In previous Reports 


(paragraph 142 in 1970) we have referred to the fact that eating facilities for 


government employees in public buildings are subsidized to a considerable ‘extent 
because no charge is made by the Department of Public Works for space, fixed 
kitchen and serving counter equipment, tables, chairs, utility costs, etc. We observed 
that the Royal Commission on Government Organization had commented that, 
although it is common practice in the private sector to provide meals to employees 
at less than cost, such subsidies are carefully costed for purposes of management 
control. We pointed out that until the Department is in a position to isolate the cost 
of eating facilities, the extent to which those operations are subsidized cannot be 
determined and proper management control established. We understand that the 
Treasury Board Secretariat is in agreement. 


In September 1969 the Treasury Board announced plans for a comprehensive 
review of policies and practices relating to the provision of eating facilities for 
Crown employees. On April 8, 1970 the Department submitted a full report to the 
Treasury Board detailing cost data of eating facilities under the jurisdiction of that 
Department. This was followed by advice from the Treasury Board Secretariat to 
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the Department in March 1971 that the Bureau of Management Consulting of the 
Department of Supply and Services had been asked to conduct a review of Treasury 
Board policy on certain aspects of employee services, including food services. We 
have been informed that the Bureau submitted a draft report to the Secretariat late 
in 1971 and is still engaged in completing the final report. 


164. Improper charge to 1970-71 appropriation. In our 1970 Report (paragraph 
143) we drew attention to an instance in which the Department of Public Works had 
charged an amount to an appropriation as an expense of the year and credited the 
holdback account. We expressed the opinion that the charge to the appropriation 
was not in order in the absence of Executive authority to terminate the agreement 
with the consultant concerned. This authority had not been obtained until July 
1970. 


A similar case was observed in 1970-71. A contract in the amount of $8,800 had 
been awarded for repairs to a departmental dredge. Drydocking of the equipment 
revealed unforeseen damage to the hull and hopper below the water-line, necessitat- 
ing further work at an additional cost of $23,800. The total amount of $32,600 was 
charged to Public Works Vote 20 as an expense of the year and credited to the 
holdback account. Inasmuch as Executive authority to amend the contract was not 
received until July 1971, the charging of the increase in cost to 1970-71 was improper. 


165. Increasing accommodation rental costs. In previous Reports (paragraph 141 
in 1970) we have pointed to a continuing escalation in the rental outlay of the 
Department of Public Works. We expressed the opinion that costs are likely to be 
higher than necessary as long as the Department must absorb rental costs out of its 
own appropriations while the ultimate choice of accommodation rests with the client 
departments. 


As the following comparison of rental costs for the past six years indicates, the 
upward trend continues: 


National 
capital area Elsewhere Total 
ROG rOG GEE Cees Oe 8 otter) Sd oD AM Pe at $ 7,671,000 $ 5,488,000 $ 13,109,000 
LOGO=07 2 mtte os) Some ree Os Qed bei Whe SEE Bae 10,301,000 6 , 847,000 17,148,000 
PUGT EOS th oe RE NY OPT ey. EAS AL, 14,271,000 12,945,000 27,216,000 
BOGS OO eat eS OA het oh POM 1 BY Acces ie 18,028 ,000 16,0438 , 000 34,071,000 
TOT ELS ed RRR le Rae Re “ae 153 \ SIR a ae RAN De SNORE 20 , 824 ,000 19,019,000 39 ,843 ,000 
POOR ore re Ee PEL ee aE SS 22,757 ,000 21,294,000 44 051,000 


Space under lease in the national capital area at March 31, 1971 amounted to 6.2 
million square feet compared with 5.9 million square feet at March 31, 1970. 


In its First Report 1970-71, presented to the House on November 26, 1970, the 
Public Accounts Committee recommended that accommodation costs be made a 
charge to each department’s appropriation rather than have the Department of 
Public Works pay a large part of this sum out of its own appropriation (see 
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Appendix 1, item 31). During November 1971 the Department circularized depart- 
ments and agencies advising that, using the fiscal year 1972-73 as a pilot year for the 
refining of techniques and subject to the approval of the Treasury Board, it 
intended to commence charging for accommodation on April 1, 1973. 


166. Cost of unused space, Montreal, Que., and Toronto, Ont. In 1967 the 
Department of Public Works entered into a five-year lease commencing September 
1, 1967 at an annual rental of $87,600, to provide premises for a Design Centre in 
Montreal for the National Design Branch of the Department of Industry, Trade and 
Commerce. Leasehold improvements amounting to $191,000 were paid for by that 
Department. 


On January 7, 1970 the Department of Industry, Trade and Commerce advised 
that budget restraints and changing program commitments made it necessary to 
close the Design Centres at Montreal and Toronto effective March 31, 1970, but that 
the premises should be retained until April 30 to allow time for disposal of products, 
display fitments, library and furniture. The Montreal Centre was sublet from May 1, 
1970 to February 28, 1971 at a reduced rental of $1,500 per month, and later the 
lessor was paid $92,700 to terminate the lease as of the latter date. The net 
non-productive rental cost for the space at Montreal was therefore $150,700, without 
taking into account the cost of leasehold improvements. 


Closing of the Design Centre at Toronto resulted in a non-productive outlay of 
$9,100, in connection with related warehouse facilities which had been leased for five 
years commencing March 1, 1968 at $10,700 per annum and had involved leasehold 
' Improvements paid initially by the lessor. The payment comprised three months 
rent, $2,700, and the amount outstanding with respect to the leasehold improve- 
ments, $6,400. 


167. Additional rental cost due to delay in occupancy, Ottawa. During 1969 the 
Department of Public Works accepted an offer to lease 96,174 square feet of space in 
a newly-constructed building in Ottawa for ten years at an annual rental of $432,000. 
The accommodation was required primarily for the Department of Communica- 
tions. The lease was to be effective from the date of occupancy, which was defined as 
the mean date between the first and last occupancy of the various floors. 


The first occupancy occurred on April 1, 1969 when the Dominion Coal Board 
took over 4,112 square feet and the last on August 20, 1969 when the Department of 
Communications occupied its final 26,904 square feet, the resulting lease commence- 
ment date being June 10, 1969. However, representations were received from the 
lessor regarding the serious financial loss caused by undue delay in occupying the 
space reserved for the Department of Communications. Following a review of the 
circumstances the Department of Public Works established May 19, 1969 as the date 
the lease would have commenced had no delay taken place. Rent was paid from that 
date, but as occupancy had been taken on a staggered basis approximately $81,000 
related to periods during which various areas had not been put into use. 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 117 


168. Additional cost due to wadequate lease wording, Ottawa. Three leases 
entered into by the Department of Public Works for various areas in a new building 
in downtown Ottawa, commencing on different dates in 1967, all provide that in the 
event that municipal real estate taxes in any year exceed 120% of the tax imposed 
for the base year, the Crown will pay the portion of the excess applicable to the area 
occupied by it. 


The Department had evidently intended that the initial tax figure be represen- 
tative of a complete and occupied building, but the ‘“‘base year” was defined as the 
1967 municipal tax year, although the building was not taxable at commercial rates 
for the full year. The lessor filed a petition of right in December 1970 claiming 
$28,900 in excess taxes for the years 1968, 1969 and 1970, and payment in that 
amount was made in the following month. 


The Department has since amended its standard tax escalation clause to 
describe the base year as ‘“‘the first complete municipal taxation year following the 
date of commencement of this lease in which the premises are fully assessed and 
taxed, without rebate or concession, as a completed/renovated structure for the 
whole of such year’’. Had this been in effect in 1967 the amount payable as excess 
taxes would have been $1,500. Thus additional expense of $27,400 has been incurred 
to December 31, 1970 as a direct result of the inadequate wording of the agreements, 
and will continue at the rate of approximately $12,000 per year during the remain- 
ing terms of the leases. 


169. Additional costs due to construction delays, Jackson Building, Ottawa. Early 
in 1968 the Department of Public Works obtained authority to engage consultants 
for the design and preparation of working drawings and specifications for, and 
subsequent supervision of, renovations to the Jackson Building. The estimated cost 
of the renovations was $1,523,500. 


The building consists of two parts. The original section was erected in 1917 and 
purchased by the Crown in 1941, and the annex was added in 1942. The only 
drawings available were those of the annex. The new planning proceeded on the 
assumption that the structural frames of the old part of the building and of the 
annex were similar. 


The renovations were carried out under a contract awarded in 1969 at a fixed 
price of $2,575,000. The final contract cost was $3,097,000, the increase being largely 
attributable to two factors. The major factor was that demolition work had revealed 
the structural frames of the two parts of the building to be dissimilar. A new design 
for the exterior walls was required which resulted in an increase in construction costs 
of $148,000 and a delay of five and one-half months. The second factor, belated 
submission of requirements by the prospective occupants, resulted in an increase of 
$86,000. As a result of the delays, non-productive outlays totalling $178,000 were 
made in settlement of claims from the general contractor and subcontractors for 
extra expenses, including winter costs and increased material, labour and overhead 
costs. 
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In addition, non-productive payments of $10,000 were made to the consultants 
covering abandoned work in connection with electrical downfeed services, partition 
layouts, a cafeteria addition and a revolving door. 


170. Additional cost due to construction delay, Montreal, Que. In 1969 the Depart- | 
ment of Public Works awarded a contract at a fixed price of $3,466,000 for improve- | 
ments to the postal terminal building in Montreal. | 


The specifications required that the schedule of work of the contractor and his | 
subcontractors be prepared so as to prevent undue interference with the postal 
operations and that the postal services be given priority over the contractor’s work. 
The sequence of work was established by the Post Office Department after the 
contract had been awarded. The general contractor and the subcontractors, alleging 
that the schedule restricted their activities to such an extent that it not only 
changed the work sequence but could be interpreted as a breach of contract, 
submitted a claim in the amount of $662,500 for additional costs. The delay claim 
was later reduced to $302,600, and following further negotiation was settled during 
the year for $148,000. 


The cost of the work, including this payment and approved extras and addi- 
tions, had reached $5,172,000 at March 31, 1971. 


171. Unused plans for construction of truck tunnel, Ottawa. Paragraph 85 of our 
1970 Report dealt with a contract entered into by the National Capital Commission 
with a firm of consulting engineers for drawing up plans and specifications for 
construction of a truck tunnel and related roadways system to service the planned 
Department of Transport headquarters building and future buildings in the adja- 
cent area. When it was later decided to forgo construction of the truck tunnel the 
Commission negotiated a settlement with the firm. Expenditures totalling $165,000 
were incurred on the contract, of which $139,000 was identifiable with the tunnel and 
therefore non-productive. 


The plans for the building were prepared by consultants commissioned by the 
Department of Public Works in 1966. In 1969 the National Capital Commission 
provided the Department of Public Works with complete documents so that the 
tunnel werk could be incorporated into the contract for construction of the building. 
Later in the year a decision was reached to have the structure serve as headquarters 
for the Department of National Defence instead of the Department of Transport, 
without a significant change of plans. 


During 1969-70 and 1970-71 the consultants engaged by the Department of 
Public Works were paid $41,000 for the amalgamation of the tunnel and roadway 
documents with those for the building, and later for the revision of the plans to 
eliminate the tunnel concept in favour of an access ramp. 


172. Additional cost of Fiddle River Bridge, Jasper National Park, Alta. In our 
1968 Report (page 113) we referred to a contract entered into in 1963 by the 
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Department of Public Works, on behalf of the then Department of Northern Affairs 
and National Resources, for the construction of a bridge and approaches at Mile 29.8 
of the Jasper-Edmonton Highway. We pointed out that although the amount of the 
contract had been $204,000, the actual cost was $327,000, subject to a further 
contingent expense of $19,000. The increase in cost stemmed from supplementary 
requirements and variations from tender quantities, amounting to $31,000, and from 
payment of $92,000 in respect of a claim based primarily on delays in the work 
following a flash flood in 1964. The flood had caused extensive damage to the 
channel dykes and rip-rap and had undermined the east abutment. 


The contingent expense of $19,000 was paid in 1970-71, thereby increasing the 
contract cost to $346,000. It constituted part of a claim of $27,000 for flood damage 
repairs which the contractor’s insurer had declined to acknowledge on the ground 
that there had been an error in the design. The remaining $8,000 had been included 
in the payment of $92,000 made earlier. 


In 1969 another flood removed most of the rip-rap from around the bridge, 
together with the embankment at the east abutment, and cut down the channel to 
the top of the footing at the east abutment and the centre pier. Plans were prepared 
embodying the changes necessary to ensure the permanent safety of the structure. 
The related contract, awarded in November 1969, was completed during 1970 at a 
cost of $177,000. 


173. Preliminary expenditure on projects later deferred indefinitely. As the follow- 
ing cases illustrate, the deferral of a project, quite often because funds for construc- 
tion are unavailable, brings into question the extent to which the associated plans 
may be used in the future. Because the ultimate value of the work done cannot be 
determined in these instances, the degree to which the planning costs may be 
regarded as non-productive is not assessable at this time. 


1. PARKING FACILITIES, OTTAWA. In 1964 the Department of Public Works retained a firm of 
consulting engineers to perform preliminary studies, surveys and investigations necessary to 
the submission of a report on the feasibility of constructing parking facilities on Parliament 
Hill. Later in the year, following receipt of the consultants’ report and recommendations, they 
were requested to design and prepare tender documents for a five-level structure to be located 
on the escarpment west of the Centre Block. The preliminary estimate of the cost of 
construction was $2,910,000. 


By 1967 the estimated construction cost had risen to $6,700,000, due in part to expansion of 
the proposal to accommodate a greater number of vehicles. When the scheme was submitted to 
the Treasury Board for approval it was turned down because of the high ‘“‘per stall” cost and 
because of the need at the time to curtail non-essential projects. This was followed in 1969 by 
termination of the consultants’ agreement and in December 1970 by payment of the final 
account. 


Payments to the consultants consisted of $126,700 for preliminary services and an appar- 
ent non-productive element of $290,300 for design and preparation of tender documents. The 
Department has indicated that the plans will be retained for future use, should the need arise. 


2. CIVIL DEFENCE COLLEGE AND EMERGENCY GOVERNMENT RELOCATION UNIT, ARNPRIOR, ONT. 
In 1965 the Department of Public Works, on behalf of the Department of National Defence, 


120 


REPORT OF THE AUDITOR GENERAL — 1971 


engaged a firm of architects for the design, preparation of complete working drawings and 
specifications, and the subsequent supervision of construction of a combined Civil Defence 
College and Emergency Government Relocation Unit at Arnprior. 


In November 1967 the Department of Public Works was informed that, as part of a 
program to reduce spending, construction of the facility was being deferred, but that the 
design work should be completed. Authority was obtained in 1969 to compensate the consult- 
ants for all work performed, rather than impose undue financial hardship by withholding 
indefinitely that portion of the fee not normally payable until tenders are received. It was 
stressed that the agreement with the consultants was not being terminated. With the payment 
made late in 1969 expenditure on the project reached $66,500, of which $63,700 related to 
design and $2,800 to soils investigation. 


. OFFICE, LABORATORY AND HEADERHOUSE, EXPERIMENTAL FARM, REGINA, SASK. In 1966 a firm 


of consultants was commissioned by the Department of Public Works, on behalf of the 
Department of Agriculture, to design and prepare complete working drawings and specifica- 
tions for and subsequently to supervise construction of an office, laboratory and headerhouse 
building at the Regina Experimental Farm. 


The project was delayed until July 1969 and was then deferred indefinitely. This in turn 
led to a decision to terminate the consultants’ agreement, with the understanding that should 
the scheme be reactivated and the consultants re-engaged no further fees would be payable for 
the design and revision of plans, specifications and contract documents. 


The final payment made in January 1971 brought the total fee outlay to $56,900. 


. OFFICE, LABORATORY AND HEADERHOUSE, EXPERIMENTAL FARM, MORDEN, MAN. Item 14 of 


paragraph 211 of our 1968 Report dealt with the engagement of consultants in 1965 by the 
Department of Public Works, on behalf of the Department of Agriculture, for the design, 
preparation of working drawings and specifications, and subsequent supervision of construc- 
tion of a composite office, laboratory and headerhouse building at the Morden Experimental 
Farm. After the preliminary design had been completed the project was held in abeyance until 
August 1966. In 1967 the drawings were abandoned in favour of another type of structure and 
the consultants were paid $5,500 for all work previously carried out. 


The Department of Public Works was requested in April 1968 to delay the calling of 
tenders until further notice, due to financial constraints. In July 1969 the project was deferred 
indefinitely, and in 1970 it was concluded that the consultants’ agreement should be terminat- 
ed. The consultants agreed that no further fees would be payable for the design and revision of 
plans, specifications and contract documents if the commission was reactivated at a later date. 


Fees, exclusive of the non-productive expenditure of $5,500 reported earlier, have amount- 
ed to $54,600. The final payment was made in January 1971. 


. ADDITIONS AND ALTERATIONS, NATIONAL RESEARCH COUNCIL ADMINISTRATION BUILDING, 


OTTAWA. Early in 1967 the Department of Public Works, on behalf of the National Research 
Council, entered into an agreement with an architect for the design, preparation of complete 
working drawings and specifications, and subsequent supervision of construction of additions 
and alterations to the Council’s administration building. Later, the requirement for alterations 
was removed from the arrangement and dealt with separately, with a view to the Council 
carrying out that part of the work with its own forces. 


In October 1967, by which time tenders had been received for the addition to the 
administration building, the Council informed the Department that due to a shortage of funds 
the project was deferred indefinitely. A payment made in the next month and based on the 
lowest tender brought to $16,600 the amount expended for design of the addition. There is no 
evidence at the present time that the work will be proceeded with. 
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6. RECEPTION CELL BLOCK, COLLINS BAY PENITENTIARY, COLLINS BAY, ONT. In 1966 the Depart- 
ment of Public Works, on behalf of the Canadian Penitentiary Service, appointed a firm of 
architects to provide consulting services for various projects forming part of a rehabilitation 
construction program at Collins Bay Penitentiary. 


One of the projects was a reception cell block. The estimated cost of the structure, initially 
$80,000, was set at $220,000 in December 1967. When tenders were called in 1968 and the lowest 
was found to be $274,500, no bid was accepted and the consultants were requested to redesign 
the building within the estimate of $220,000. 


On March 19, 1970 the Canadian Penitentiary Service informed the Department that 
construction had been deferred indefinitely and that all design work should be terminated. In 
July 1970 a final payment was made to the consultants which brought the total fee to $15,200, 
consisting of $7,500 for design, based on an estimated construction cost of $226,000, and $7,700 
for revisions. 


174. Subsidization of irrigation projects. In previous Reports (paragraph 155 in 
1970) we have noted that expenditure by the Prairie Farm Rehabilitation Adminis- 
tration on two lUrigation projects in. Alberta and six in southwest Saskatchewan 
greatly exceeded revenue and, with minor exceptions, that charges for water 
remained unchanged. 


The same situation prevailed in 1970-71 when the excess of expenditure over 
revenue totalled $1,884,000 compared with $1,570,000 in the previous year. Expendi- 
ture and revenue for the year ended March 31, 1971 were as follows: 


Irrigation 
Bow River St. Mary areas in 
irrigation irrigation southwest 
project project Saskatchewan 
pe EA eG CL Per nen Rn ee SOL a ge SRR 120 ,000 300 , 000 25,000 
Expenditure— 
Administration, operation and maintenance............... $ 1,135,000 $ 317,000 $ 357,000 
Me ure ETAT CLOTIE en kee eee ta un ge be ON gs ek aetna ee oak 364,000 81,000 102 , 000 
1,499 ,000 398 ,000 459 ,000 
Revenue— 
| ‘Water Clirmesrened ShON AA RCE AAR), be eee ade ee 129 ,000 94 ,000 57,000 
UA EEE oy 7 Po NRE Aer ae OWA MT St CARs fe Boy a ER Se aS 2 144,000 6,000 42,000 
273 ,000 100,000 99 ,000 
Excess of expenditure over revenue.......................- 1,226,000 $ 298,000 $ 360,000 


When officials of the Prairie Farm Rehabilitation Administration appeared 
before the Public Accounts Committee on November 25, 1971 they disclosed that the 
transfer of the Bow River and St. Mary irrigation projects to the Province of Alberta 
was under negotiation. 


175. Inadequate management of motor vehicle operations. In paragraph 156 of our 
1970 Report we referred to the continued under-utilization of cars owned by the 
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Prairie Farm Rehabilitation Administration, the introduction of a monthly vehicle 
costing report, the desirability of a study of the use of trucks and special-type 
vehicles and the introduction of a new motor vehicle management policy by the 
Administration. 


At. March 31, 1971 the Administration’s fleet consisted of 418 vehicles of all 
types comprising 317 trucks and special-type vehicles and 101 cars, not including five 
on loan to the Agricultural and Rural Development Administration. During the 
year 26 cars and five trucks were traded in on 380 cars and one truck. 


The total mileage travelled in 1970-71 by all cars including privately-owned cars 
declined by 148,000 miles from 2,720,000 in 1969-70 to 2,572,000 in 1970-71. Trucks 
and other vehicles travelled a total of 2,958,000 miles—a slight increase over the 
mileage of the previous year. 


By March 31, 1971 the number of government-owned cars which travelled less 
than 10,000 miles during a year had been reduced from 51 to 18, six of which 
travelled under 5,000 miles. Included in the number of trucks and special-type 
vehicles are 36 which individually travelled less than 5,000 miles during the year. Of 
these, nine were at the Indian Head Tree Nursery, six at the soil mechanics 
laboratory in Saskatoon and four each at the Bow River project and the South 
Saskatchewan River project. 


Although planned for 1970-71, no study of the use of trucks and special-type 
vehicles had been made by March 31, 1971. Administration officials appearing 
before the Public Accounts Committee on November 25, 1971 informed the Commit- 
tee that the study was under way and would be completed shortly. 


During the year the Department of Supply and Services introduced a new Fleet 
Management Information System which includes a comprehensive Motor Vehicle 
Monthly Cost Analysis Report and a Motor Vehicle Monthly Detail Report to be 
prepared from data submitted by the operating section. This new System has now 
been applied to the Administration’s vehicles and, when it becomes fully operation- 
al, should provide adequate data for the control and administration of these 
vehicles, at which time the Administration’s own computer-produced vehicle costing 
report will be discontinued. 


176. Subsidization of community pastures. Since the Prairie Farm Rehabilitation 
Act, R.S., c. P-17, was amended in 1937 to cover land utilization, the Prairie Farm 
Rehabilitation Administration has constructed 92 community pastures comprising 
2.4 million acres on marginal and sub-marginal land, and an additional four are in 
course of construction. Ninety of these pastures, including seven on Indian Reserve 
land, are in operation, 20 being located in Manitoba, 69 in Saskatchewan and one in 
Alberta. In the 1970 pasture season there were 5,549 patrons. 


Capital construction costs have amounted to $13,470,000 since inception in 1938 
including expenditure during the year of $1,005,000. 
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Pasture operating costs of $2,721,000 were reduced by $235,000 representing the 
increase 1n the value of the bull inventory, leaving $2,486,000 as the operating cost 
for the year, of which $1,900,000 is regarded as direct pasture operating costs. 
Revenues amounted to $1,754,000 consisting chiefly of grazing fees, $1,098,000, and 
breeding fees, $368,000, with the balance coming mainly from the sale of bulls, and 
from surface leases and house rentals. The resulting deficit, without making any 
provision for depreciation or the cost of capital employed, was $732,000. 


The Administration’s policy is to have revenue cover the direct costs of opera- 
tions but this goal was not achieved in 1970-71. The last increase in grazing fees 
occurred in 1963. 


A study by the Administration of the present and future role of the community 
pasture program is scheduled for completion in 1972. 


177. Joint auditing arrangements with respect to provincial corporations financed 
from federal funds. Reference has been made in previous Reports (paragraph 159 in 
1970) to the appointment of the Auditor General of Canada as joint auditor with 
various public accounting firms of provincial corporations formed to facilitate and 
promote research into the utilization and development of manpower resources. Costs 
of these Corporations, which are incorporated under provincial legislation, are borne 
by Canada. 


The following summary shows the payments made to each Corporation by the 
Department of Regional Economic Expansion during the year and the cumulative 
payments to March 31, 1971: 


Cumulative 
to March 31, 
Incorporated 1970-71 1971 

Nova Scotia NewStart Inc................. June 29, 1967 $ 567,000 $ 3,174,000 
Saskatchewan NewStart Inc................ August 10, 1967 1,186,000 2,951,000 
Alberta Newetart I@. on +4. adem meee FES August 11, 1967 1,213,000 5,724,000 
Prince Edward Island NewStart Inc......... August 23, 1967 953 ,000 | 2,795 ,000 
New Brunswick NewStart Inc............... May 28, 1969 723 ,000 1,023 ,000 
Manitoba NewStart Inc..................5. July 10, 1969 1,000,000 1,250,000 


$ 5,642,000 $ 16,917,000 


The accounts and financial statements of each of these Corporations for their 
fiscal years ended on December 31, 1970 or March 31, 1971 were examined and 
reported upon by the joint auditors. 
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In the periods reported upon these Corporations received grants from Canada 
totalling $6,043,000 and had other income of $145,000, mainly interest on bank 
deposits and short-term investments, and rental income. In the same periods the 
Corporations spent $5,604,000 for operating costs (including $3,536,000 for personnel 
costs) and $920,000 for buildings, office furniture and equipment, training equip- 
ment and leasehold improvements. 


Included in the fixed assets acquired was a Cessna 185 aircraft purchased by 
Manitoba NewStart Inc. in August 1970 for $15,000, before departmental approval 
was received. This aircraft suffered an engine failure, possibly due to o11 dilution, 
during a flight from Winnipeg to The Pas in December 1970 and had to make a 
forced landing on a highway in northern Manitoba. As the Corporation was 
unwilling to bear the cost of the engine repairs estimated at $7,000, the aircraft was 
turned over to the Department of Regional Economic Expansion and declared 
surplus for disposal through Crown Assets Disposal Corporation. Sale of the aircraft 
by Crown Assets Disposal Corporation for $6,500 resulted in a loss of $8,500, which is 
not reflected in the accounts of Manitoba NewStart Inc. 


178. Opportunities for Youth Program. This program was announced in the 


House of Commons by the Prime Minister in March 1971. It envisaged provision of 
public funds for projects suggested by individuals, groups or organizations which 
would create new services and activities involving to the greatest extent possible 
employment of students completing their secondary and post-secondary education. 
The projects were to be carried out during the summer of 1971. The administrative 
responsibility for the program was given to the Secretary of State. 


As the program had not been provided for in the normal manner in the 
Estimates for 1971-72, it was initiated with funds from 1971-72 Treasury Board Vote 
5—Government Contingencies Program. 


Included in 1971-72 Supplementary Estimates (A), which were tabled in the 
House on November 19, 1971, is Secretary of State Vote 4la—Citizenship Develop- 
ment—Opportunities for Youth $24,712,000. It is expected the cost will approximate 
$23,400,000 representing expenditure on some 2,300 projects. 


The Audit Office is currently completing test examinations of expenditures 
made under this program during the 1971-72 fiscal year and will report thereon to 
the House next year. 


179. Excesswe charges for the supply of water to penitentiary, Cowansville, Que. 
For the past two years (paragraph 160 in 1970) we have reported that the amount 
being paid for water at the Cowansville penitentiary was high both in relation to 
charges to other users and to consumption and that the water was so inferior in 
quality that the Canadian Penitentiary Service had to install a chlorinator at a cost 
of $8,300. We also stated that, although in May 1969 the Treasury Board approved 
entry into an agreement with the Town of Cowansville for the supply of water for a 
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ten-year period commencing April 1, 1964, the agreement had not been signed as the 
Penitentiary Service was attempting to obtain a provision in the agreement for 
renegotiation of the rate at the end of the period. 


The amount due the Town for the period April 1, 1964 to March 16, 1966, during 
which time the penitentiary was under construction, was $35,750. A payment of 
$25,000 was made in July 1969 but the balance of $10,750 was withheld pending the 
Town’s acceptance of the provision for renegotiation of the rate. We commented 
that since the Penitentiary Service did not take over the institution from the 
construction contractor until March 17, 1966 the $25,000 advance payment, and the 
$10,750 balance when paid, must be regarded as non-productive. 


The balance of $10,750 was paid on April 22, 1971 although the agreement with 
the Town was not signed until November 1971. The agreement provides that upon 
its expiry on March 31, 1974 the Penitentiary Service will pay for actual metered 
consumption at the rate then in force for other users, or at a negotiated rate. 


The Public Accounts Committee considered this matter at its meeting of June 
10, 1971 and in its Sixth Report to the House on June 30, 1971 pointed to the perils 
of entering into arrangements before well thought out contracts are signed. “In this 
case’, it stated, ‘‘provision in writing should have been made for standards of 
potability; the Penitentiary Service has had, so far, no choice but to accept 
whatever water is delivered, regardless of quality. Your Committee opposes the 
practice of entering into commitments before contracts are signed.”’ 


180. Subsidized rental accommodation, Drumheller, Alta. In the past two years 
(paragraph 161 in 1970) we have commented on a leasing arrangement entered into 
by the Canadian Penitentiary Service to provide subsidized rental accommodation 
for staff of the penitentiary at Drumheller. We reported that if all the apartments 
that had remained vacant since they became available had been occupied by 
penitentiary staff, the subsidization would have been approximately $15,000 less 
each year. 


During the year rentals paid under the lease totalled $92,000, of which $60,000 
was recovered from employee-occupants, leaving $32,000 as the amount of the 
subsidization. If the ten apartments which were vacant during the year had been 
occupied by penitentiary staff, the subsidization would have been approximately 
$12,000 less. 


Subsequent to the year-end five employee-occupied apartments were vacated 
and steps have been taken by the Penitentiary Service to rent to outsiders any 
apartment not required for penitentiary employees. As at September 16, 1971, 15 of 
the 30 apartments were rented to Service employees, six to outsiders at cost and nine 
were vacant. 


On June 10, 1971 the Public Accounts Committee discussed the problems 
arising from the provision of subsidized rental accommodation for employees with 
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the Deputy Solicitor General but made no comment or recommendation in its Sixth 
Report to the House of Commons on June 30, 1971. 


181. Irregular payments to aircraft manufacturer. In paragraph 120 of this Report, 
reference is made to the payment of $4.2 million to an aircraft manufacturer on 
March 23, 1971 in connection with the purchase of eight aircraft. This payment was 
charged to a 1970-71 appropriation of the Department of National Defence notwith- 
standing the fact that no contract had been signed prior to the year-end, nor had 
delivery of any aircraft been made. 


During the period December 24, 1970 to March 24, 1971 progress payments of 
$2.2 million were made to the same manufacturer 1n connection with the purchase of 
five of the same type of aircraft for the Royal Canadian Mounted Police, the charge 
being to Solicitor General Vote 25. As in the case of the purchase of aircraft for the 
Department of National Defence, no contract had been signed prior to payments 
being made nor had delivery of any of the aircraft been made. The circumstances 
are as follows. 


In November 1970 the Treasury Board approved acquisition by the Royal 
Canadian Mounted Police of five utility aircraft on condition that the contracting 
be done by the Department of Supply and Services. The authority provided for a 
maximum cost per aircraft of $571,300 and for progress payments of 90% to be paid 
by March 31, 1971. The Board also asked that the manufacturer be advised of the 
award by December 1, 1970 in order to avoid a possible price increase. On November 
30, the Department advised the manufacturer of its intention to enter into a contract 
for these five aircraft. 


The first progress claim dated December 24, 1970, amounting to $1,295,000, was 
paid by the Department of the Solicitor General without certification by the 
Department of Supply and Services and, notwithstanding the fact that no contract 
had yet been drawn, the next three progress claims were paid on the certification of 
the Department of Supply and Services that they were consistent with the progress 
of the work and conformed to the terms of the contract. 


A contract was drawn dated March 23, 1971 and submitted to the manufacturer 
for acceptance. This document provided for an average price per aircraft of $578,900 
and for progress payments to a maximum of $2,352,000. The document was signed by 
the manufacturer on April 13, 1971. However, as his acceptance was subject to certain 
conditions which have not yet been accepted by the Crown, there is still no formal 
contract. 


The five aircraft were. delivered to the Royal Canadian Mounted Police during 
the period June 24, 1971 to July 27, 1971. 


Thus, progress payments aggregating $2.2 million have been paid from Solicitor 
General Vote 25 contrary to section 27 of the Financial Administration Act which 
provides that no payment shall be made unless the Minister certifies 
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where a payment is to be made before the completion of the work, delivery of the goods or 
rendering of the service, as the case may be, that the payment is in accordance with the 
contract. 


182. Expenditure charged to the wrong appropriation to avoid lapsing. In February 
1971 the Department of Public Works awarded a contract for the renovation of a 
building in Edmonton at a cost of $446,000, including the supply and installation of 
certain special equipment costing $83,000 which was required by the Royal Canadi- 
an Mounted Police who were to occupy the building. The Royal Canadian Mounted 
Police made provision in their appropriations for the cost of the special equipment, 
with the balance of the cost of the contract to be borne by the Department of Public 
Works. 


At the year-end the contractor had been paid $149,000 in progress claims, of 
which $23,000 was applicable to the portion of the contract payable by the Royal 
Canadian Mounted Police. However, as the latter had not provided funds in the 
following year for their portion of the contract costs, they asked the Department if 
their full share of $83,000 could be expended prior to the year-end ‘“‘whether [the 
funds] be used for the purpose for which they were intended or applied to the 
renovations portion of the contract.’’ The Department complied with this request. 


Thus, in order to prevent funds from lapsing in accordance with the require- 
ments of section 30 of the Financial Administration Act, the appropriation of the 
Royal Canadian Mounted Police has been charged with $60,000 for which services 
had not been provided at the year-end. | 


183. Improper use of remission order to exempt contract from sales tax. Order in 
Council P.C. 1955-18/717 of May 19, 1955, provides remission under section 17 of the 
Financial Administration Act of sales tax on ‘‘... payments made or to be made by 
the Crown under that part of any contract relating to research and development 
entered into by the Department of Defence Production on behalf of the Canadian 
Armed Services and the Defence Research Board...” 


We have noted a number of instances where the Department of Supply and 
Services has referred to this Order in Council as the authority for exempting from 
sales tax, payments under development assistance contracts entered into on behalf 
of the Department of Industry, Trade and Commerce which have no relationship 
with the Canadian Armed Services or the Defence Research Board. This, in our 
opinion, is an improper use of the remission order. The following particulars are 
given as an example. 


During the period March 1967 to September 1969 the Department of Supply and 
Services, acting on behalf of the Department of Industry, Trade and Commerce, 
entered into three agreements with a contractor to share in the cost of the design, 
development, fabrication and testing of prototype controls and components for gas 
turbine engines. The agreements provided respectively for a 50% Crown share of the 
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costs to a maximum of $26,950, a 50% share to a maximum of $47,135 and a 31% 
share to a maximum of $151,192. The first agreement stipulated that 


the costs payable by the Minister to the contractor hereunder shall not exceed the sum of 
$26,950, Federal Sales Tax included. 


The two subsequent agreements made no mention of sales tax. 


In June 1970, following an audit of the contractor’s accounts for the period 
October 1966 to February 1970 by the Department of National Revenue, Customs 
and Excise Division, he was assessed arrears of sales tax of $67,000, including 
penalty. Included in this amount, which was net of certain credits, was sales tax of 
$69,000 applicable to the three development assistance agreements. 


In August 1970, to provide the company ‘‘with some measure of relief from the 
assessment”’, the Department of Supply and Services amended each of the three 
agreements to incorporate the following clause: 


In accordance with Order-in-Council P.C. 1955-18/717, sales tax shall not be exigible on the 
design and development work covered by this agreement. 


We have been advised that, as a result of the amendments, the sales tax 
assessment has been reduced by $60,000, the portion of the assessment applicable to 
the research and development costs under these contracts. 


184. Shared costs under research contract not verified. In previous Reports 
(paragraph 165 in 1970) we noted that the Audit Services Bureau of the Department 
of Supply and Services was unable to verify a claim of $49,000 for the Crown’s share 
of a shared-cost research contract because the company which had done the work was 
unable to produce adequate records and because of the inadequacy of its internal 
control in the earlier years of the contract. Subsequently the Bureau, although still 
unable to verify the claim, reported that, based on records produced, the company 
had overclaimed for labour costs and had been overpaid $11,000. 


After hearing evidence on April 21, 1970, the Public Accounts Committee, in its 
First Report 1970-71 presented to the House on November 26, 1970, stated : 


As this case 1s not complete, your Committee reserves its final opinion on this matter pending 
further inquiry, but expresses the view that the Department or any department should not pay 
any moneys to any firm or individual unless there are available adequate supporting records 
of the transaction. 


The $11,000 overpayment of labour costs was recovered from the company in 
October 1970, and in April 1971 the Treasury Board approved amendments to the 
contract deleting the provision for mandatory audit and establishing a final price 
for the work of $38,000. | 


185. Limited competition for government business. For the past four years (para- 
graph 166 in 1970) we have referred to the engraving and printing of postage stamps, 
other revenue stamps and labels, bonds, paper currency, passports and other docu- 
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ments and forms for the Government and the Bank of Canada. This work has been 
carried out almost exclusively by two Ottawa firms for many years and we have 
pointed out that limited competition for government contracts creates a risk of 
excessive profits at the expense of the Crown. 


A study team of representatives of interested departments and agencies was 
established in 1968 ‘‘to develop a procedure that will provide the most economical 
procurement of security printing consistent with the standards of security and 
quality required and the viability of the two existing commercial sources”. The 
study team found that the contracts generally extended over many years and were 
allocated to one or the other of the two firms rather than awarded on the basis of 
tenders. However, the conclusions of the study team as to the most satisfactory 
procurement methods and procedures were not unanimous and no decision as to 
future policy was made. 


Security printing has now been centralized in the Department of Supply and 
Services. However, during the year tenders remained limited to the same two Ottawa 
firms. 


On April 29, 1971, the Public Accounts Committee considered this question and 
in its Sixth Report 1970-71 dated June 30, 1971, stated (see Appendix 1, item 38): 


Your Committee is of the opinion that security printing, such as postage stamps, revenue 
stamps, labels and passports, should be procured through the Department of Supply and 
Services, as for other goods as envisaged by the Government Organization Act, 1969, 1968-69, 

¢.28. Also, as existing procurement contracts expire, competition should be broadened to 
include, in competitive tendering, qualified Canadian firms. 


In informing us of the consolidation of procurement of security printing within 
the Department, the Deputy Minister pointed out that this did not include the 
printing of postage stamps which was being done under contracts expiring in the 
years 1972 to 1974 and of paper currency for which the Bank of Canada wishes to 
retain responsibility. The Department also stated that the major obstacle to achiev- 
ing greater competition was the insistence of user departments on steel engraving for 
which no one in Canada, other than the two Ottawa firms, is equipped. Its inquiries 
into practices in other countries had indicated that alternative methods of security 
printing in Canada should be investigated. 


186. Additional costs due to acquisition of printing equipment under lease-purchase 
agreements. Because budget provisions for capital expenditures have been insuffi- 
cient, the Canadian Government Printing Bureau has for several years rented, 
under lease-purchase agreements, a large quantity of printing equipment for use in 
the 86 small printing units located across Canada. Almost all of the equipment has 
eventually been purchased after rental periods varying from 4 to 36 months. The 
rental rates do not include maintenance. The agreements provide that a portion of 
the rentals paid, 70% to 90% depending on the period of rental, may be applied 
against the original purchase price. Both the rental expense and the net purchase 
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cost of the equipment have been charged as operating expenses to the Canadian 
Government Printing Bureau Revolving Fund. 


In 1970-71 the Printing Bureau purchased 90 pieces of equipment which had 
formerly been rented. The combined net purchase cost plus rentals paid amounted 
to $419,000, or $50,000 more than the original purchase price. 


At March 31, 1971 the Bureau had $601,000 worth of equipment for which a 
monthly rental of $23,000 was being paid. Total rental paid to that date was $302,000 
of which $210,000 was applicable to equipment installed prior to April 1, 1970. 


187. Errors in salary payments by the Central Pay Division. The Department of 
Supply and Services is responsible for the verification of documentation and the 
calculation of the pay of the majority of federal public servants. Some 160,000 
persons are paid by the Department’s Central Pay Division in Ottawa and some 
80,000 by various other paying offices of the Department. 


In testimony before the Public Accounts Committee on April 27, 1971, the 
Deputy Minister of Services stated that the improvements introduced by the 
Services Administration in both organization and staff training, which we referred to 
in paragraph 169 of our 1970 Report, were designed to cope with the problems 
experienced in the latter part of 1968-69 and to make the best of the present pay 
system. He also stated that a completely new and highly automated pay system had 
been under development for more than a year and was expected to be in operation 
late in 1972 (later departmental estimates indicate 1973) and that an independent 
internal audit of pay transactions would be introduced at the same time. The 
Treasury Board approved the proposed system in October 1971. 


Our test examination of Central Pay Division individual pay accounts is 
designed to determine that each account examined is correct to the date of audit. 
Thus the examination invariably results in the discovery of errors made in periods 
prior to the year under review. The incidence of error in the accounts in 1970-71 or 
prior years relating to regular current salaries examined in 1970-71 continued on a 
downward trend, fewer errors being disclosed than in the preceding year. At the 
same time the examination indicated a greater incidence of error in retroactive 
adjustments, but few of the retroactive salary adjustments reviewed had been paid 
in 1970-71. Miscalculation of the length of the retroactive period caused the majority 
of these errors while failure to use the correct previous and revised salary rates was 
the second most significant cause. 


188. Errors in Public Service Superannuation Account pension and contribution 
calculations. In our Reports to the House for a number of years (paragraph 170 in 
1970) we have pointed out that our annual test audit of the superannuation accounts 
continued to disclose a high incidence of error in pension and contribution calcula- 
tions. The Public Accounts Committee has recorded concern that the matter was 
taking so long to be corrected and requested the Auditor General to continue to keep 
the Committee fully informed. (See Appendix 1, item 4.) 
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In 1969-70 a Compensation Services Branch was created within the Department 
of Supply and Services with responsibility for administrative and other services 
required for the disbursement of pay to public servants and for superannuation and 
other employee benefit plans. Administrative procedures in the Superannuation 
Division were strengthened and we reported last year that new staff training 
methods had been introduced and that the internal audit was being improved and 
separated from the normal processing procedures, a step recommended by the Audit 
Office for many years. 


The Deputy Minister of Services, appearing before the Public Accounts Com- 
mittee on April 27, 1971, tabled a statement in which he outlined administrative 
changes effected since April 1, 1969. 


The error rate disclosed by our 1970-71 test of superannuation benefits and 
contributions decreased slightly from that shown by our 1969-70 audit but, in our 
opinion, it is still unacceptable. A significant percentage of the errors arose because 
clerks in the Superannuation Division either misinterpreted or overlooked the 
applicable statutory or other authorities. More intensive training appears to be 
required in this respect. An even larger percentage of error resulted from the Central 
Pay Division’s failure either to report retroactive salary revisions paid to annuitants 
whose service had ended during the retroactive period, or to implement annuity 
adjustments authorized by the Superannuation Division. It would appear that the 
adequacy of the relative administrative controls should be reviewed. 


189. Termination of payment of pension allowances when a child reaches maturity 
or when a widow remarries. The Public Service Superannuation Act, R.S., c. P-36, 
provides that, upon the death of an annuitant, or of a contributor entitled to an 
annuity, immediate annual allowances shall be paid to his widow and to or for 
dependent children. The Act provides further, in the case of the widow, that the 
allowance shall continue until the end of the month in which her death occurs, with 
a mandatory direction that payment of the allowance shall be suspended in the 
event of her remarriage. 


The Act, for many years, had also provided for payment of an allowance for 
each child of the contributor who is less than eighteen years of age. An amendment 
(1968-69, c.29), effective April 1, 1969, continued this provision and extended entitle- 
ment to each child who, being eighteen or more years of age but less than 
twenty-five years of age, is unmarried and is in full-time attendance at a school or 
university substantially without interruption subsequent to his eighteenth birthday 
or the contributor’s death, whichever occurs later. 


Prior to this amendment the Superannuation Division of the Department of 
Supply and Services since 1924 had suspended widows’ allowances on the day of 
remarriage, and had terminated children’s allowances on the eighteenth birthday. 
However, following the 1969 amendment, administrative problems which arose 
because of varying terminal dates for the academic year led the Superannuation 
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Division to request a ruling as to the propriety of paying a child’s allowance to the | 
end of the month in which the relative academic year ended. 


The Director of the Pensions and Insurance Division of the Treasury Board 
Secretariat, after seeking legal advice, took the position that the Act as presently 
worded provides sufficient authority to continue to pay an allowance to a child until 
the end of the month in which an academic year ends and, “‘to be consistent’, 
recommended a reversal of the Superannuation Division’s long-standing policy of 
discontinuing payment as of a widow’s or student’s wedding day, or as of a child’s 
eighteenth or twenty-fifth birthday. Accordingly a Superannuation Division instruc- 
tion dated July 15, 1969 directed that, effective April 1, 1969, payments are to be 
made for the whole month in which a child either attains age twenty-five, marries or 
ceases full-time attendance at school or university and, effective August 1, 1969, 
children’s allowances are to be paid to the end of the month in which the eighteenth 
birthday occurs and, where a widow remarries, her allowance is not to be suspended 
until the end of the month in which she marries. 


This question also arose with respect to allowances to widows and children 
payable under the Canadian Forces Superannuation Act, R.S., c. C-9, and the Royal 
Canadian Mounted Police Superannuation Act, R.S., c. R-11. Notwithstanding a 
legal opinion expressing doubt that these allowances under the Canadian Forces 
Superannuation Act may be continued until the end of the month in which the 
event occurs, the Departments of the Solicitor General and National Defence 
decided to follow the administrative practice established by the Department of 
Supply and Services for purposes of the Public Service Superannuation Act. 


In our opinion this practice contravenes the applicable provisions of the three 
Superannuation Acts and, if it is to be continued, amendments to each of the 
Superannuation Acts are required. 


190. Inadequate financial control procedures, airports. In audits of the interna- 
tional airports at Montreal, Toronto and Vancouver, a number of irregularities were 
observed in the administration of leases and concessions. These irregularities indi- 
cate the need for a strengthening by the Department of Transport of the administra- 
tion of its leases and concessions: 


1. A comparison of the area occupied with that specified in the lease revealed that a number of 
lessees were occupying more space than was covered by their leases. The Department was 
aware of this situation because a departmental study at Montreal airport six years earlier had 
indicated a total undercharge of $46,000 per annum, much of which was not adjusted. 
Following our examination the Department made a number of adjustments during 1971 which 
resulted in additional revenue of $22,000 at this airport. However, undercharges in prior years 
are not being collected. 


2. Failure to review annually the rental rates for land leased to others has resulted in contiguous 
land being rented at rates that vary by as much as 300%. The Department presently has leases 
that are on a pleasure basis, the rental rates for some of which have not been increased since 
1960 and are now far below market value. The Department is reviewing the rental rates on 
these leases. Consideration should also be given to including in future leases for a term of more 
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than three years, a clause which would permit a review of rental rates at intervals of three to 
five years. 


3. Leases with concessionaires in which the rental is based on gross revenue should include a 
clause requiring the lessee to submit monthly statements of gross revenue and audited annual 
financial statements. However, a number of leases noted in our examination did not contain 
such a clause. In instances where gross revenue statements were required, any differences 
between monthly statements of gross revenue and the yearly gross revenue figures were not 
investigated and reconciled. One lessee reported, and subsequently remitted to the Depart- 
ment, an underpayment of $39,000 which had not been detected by the Department although 
it could have been if the differences had been investigated. Many lessees who were required by 
the terms of the lease to submit audited annual financial statements had not done so. In 
several instances unaudited statements were submitted and in one such case the statement 
covered a period of more than five years. One of the major airport revenues is derived from oil 
companies who pay fees based on the number of gallons of aviation fuel and o1l sold. In most 
of these cases no verification 1s made of reported sales and there is no provision in the lease 
requiring the oil company to submit audited sales figures. 


4. During the year the Department improperly waived the collection of revenue due the Crown 
under certain lease agreements. Collection of a concession fee, based on gross revenue, was 
waived on one occasion because a sub-lessee reportedly suffered a loss on operations. In 
another instance the guaranteed minimum rental payment for the lease-year was $64,000 more 
than the percentage rental based on sales, but the Department agreed to allow the $64,000 to 
be applied as a reduction of the following year’s rent. 


5. Internal control at the Montreal airport is not satisfactory in that the same officer supervises 
the collections from coin machines, acts as cashier, does the banking and prepares the bank 
reconciliations, maintains the accounts receivable and has custody of pre-numbered forms. 


191. Inadequate billing, collection and follow-up of accounts receivable. The 
accounts receivable of the Department of Transport at March 31, 1971 totalled 
$5,980,000, of which $3,528,000 pertained to Air Services. Of these, $2,204,000 (63%) 
had been outstanding for more than 30 days and were therefore past due. One 
account totalling $489,000 was past due to the extent of $396,000 (81%) including 
$176,000 which had been outstanding for more than 90 days. These past due accounts 
appear to be the result of failure to carry out the collection action set down in the 
revised procedures introduced by the Department in 1969 and 1970 (see paragraph 
218 of our 1970 Report). 


The outstanding Air Services accounts for international traffic amounted to 
$118,000. During our review we noted that December 1971 billings related to August 
to October 1970 traffic, a delay of 14 to 16 months. Because of such inordinate delays 
in billing for radiotelegrams and radiotelephone calls, many of the accounts are 
rejected or are uncollectable by the time the bill is issued. We also noted that the 
recording of payment is in many instances delayed and that no control account is 
maintained. There is evidence of poor follow-up on overdue accounts in that such 
action only takes place nine months after the billing date which in many cases may 
be nearly two years after the service was rendered. 


192. Loss of wharfage revenue. Under the Government Wharves Regulations, 
Order in Council P.C. 1954-1683 of November 3, 1954, fishing vessels were exempt 
from payment of side wharfage at all wharves other than those designated by the 
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Minister of Transport. These Regulations were replaced by new Government 
Wharves Regulations, Order in Council P.C. 1964-104 of January 23, 1964, which 
require payment of side wharfage by fishing vessels as well as pleasure boats. The 
institution of these user charges was to provide revenues with which to defray the 
cost of local supervision of float facilities and other services. 


Opposition to the wharfage charges developed and at some Marine Agencies the 
owners of fishing vessels and pleasure boats refused to pay the required fees. At one 
Agency, billed accounts receivable in excess of $20,000 remain unpaid and the boat 
owners who refused to pay have not been billed since January 31, 1967. Annual 
revenue which amounted to $26,000 in 1965 dropped to nil in 1970. The complete 
breakdown of collection procedures at this Agency has resulted in a loss of Crown 
revenue, estimated to be in excess of $200,000, and similar losses have occurred and 
continue to occur at other Agencies where the same problem exists. 


In February 1967 the Minister of Transport arranged for an independent 
inquiry into the administration of certain small boat harbours and floats and sought 
recommendations for the future administration of these harbours. Although the 
report was submitted in September 1967, the recommendations have not been 
implemented. The findings of the inquiry included the following: 


1. There are no prima facie economic reasons for subsidizing commercial fishermen through free 
or nominal side wharfage, except that they have had this privilege in the past. 


2. With some exceptions, harbours are poorly organized with no signs indicating the operating 
authority or the wharfage dues. The few notices that exist are in poor repair. Department of 
Transport inspection is infrequent or non-existent and there 1s little evidence of interest by the 
Government other than to keep the structures 1n good repair. 


3. Wharves Regulations are not enforced and are widely ignored by boat operators. Department 
of Transport personnel have a lack of confidence in these Regulations and the Department has 
not made a serious effort to enforce them or to improve them where necessary. 

The Department is taking no steps to correct the situation but is seeking to 

transfer the responsibility for small craft harbours to the Department of the 
Environment. 


193. Improper accounting for revenue. At major airports the Department of 
Transport operates public car parking lots which are managed by agents who are 
under contract. Revenue from these operations is deposited intact to the credit of 
the Receiver General while operating expenses and management fees are paid by 
cheque drawn on the Receiver General. 


As indicated in our Reports for the past two years (paragraph 171 in 1970), the 
accounting procedures followed with respect to the revenue and expenditure arising 
from these operations include the temporary accumulation of the revenue in sus- 
pense accounts. During the year management fees of $266,000 paid to agents at 
seven airports were recorded as a charge to these accounts. The same procedure was 
followed with respect to an outlay of $14,000 at one airport for parking lot equip- 
ment. In the same manner, a fee of $12,500 with respect to the collection of landing 
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and parking fees for unscheduled and itinerant aircraft at one of the major airports 
was met from the fees collected. 


The result of these costs of $292,500 being charged to the suspense accounts, to 
which associated revenue had been credited, instead of being included in the 
expenditure totals of the Department, was that the expenditure for the year was 
understated, and the year’s revenue total was also understated because it reflected 
only the net revenue after the expenses had been deducted. 


Departmental officials, when appearing before the Public Accounts Committee 
on May 25, 1971, informed the Committee that in future these revenues and 
expenditures are to be reported on a gross rather than on a net basis. 


194. Users fee for airport passenger loading bridges. At most major airports, 
airlines install, maintain and operate their own passenger loading bridges and pay 
an annual space rental to the Department of Transport. At Toronto International 
Airport, however, the Department decided to provide an additional 12 passenger 
loading bridges. 


In August 1970 the airlines were advised that the first four of these departmen- 
tal loading bridges would be operational in September 1970 and in September the 
airlines were informed of the rate to be charged for use of the bridges. Because of 
objections by the carriers to the rate used in billings amounting to $17,000 for 
September, billings were discontinued and a new rate proposal, based on a reapprais- 
al of the costs and utilization, was issued in December 1970. However, it was not 
until June 1971 that billings at the new rate were issued for use of the bridges from 
October 1970 onwards. A notice was included with the billings stating that “when the 
Bridge Fee has been officially set, and if it is different from the $15.00 interim fee, 
an adjusted billing will be raised accordingly’’. Billings for the period October 1, 
1970 to March 31, 1971 amounted to $170,000. 


By December 31, 1971, sixteen months after the loading bridges went into use, 
the Air Services Fees Regulations had not been amended to include loading bridge 
fees. We understand that an amendment establishing such a fee is under 
consideration. 


195. Method of financing construction and acquisition of ferry vessels for the Prince 
Edward Island Ferry Service. In our 1970 Report (paragraph 172) we drew attention 
to the extension to the Department of Transport of the practice of recording as 
loans, amounts expended on capital assets. Under the long-standing policy with 
regard to the Statement of Assets and Liabilities which is quoted in paragraph 2389 of 
this Report such outlays are to be charged to expenditure when they do not meet the 
requirement of being realizable or revenue-producing. 


Transport Vote L107b, Appropriation Act No. 1, 1969, 1968-69, c.23, authorized 
loans in 1968-69 and subsequent fiscal years in the amount of $16 million, on such 
terms and conditions as the Treasury Board may approve, for the construction and 
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acquisition of ferry vessels and related equipment. No indication was given as to 
whom the loans were to be made. In March 1969 the Department of Transport 
acquired a second-hand ferry vessel, renamed the M.V. Lucy Maud Montgomery, and 
later entered into a contract for the construction of two vehicle and passenger ferries. 


The Department intends to amortize the cost of each vessel over a 20-year 
period, commencing when the vessel enters service, by means of an annual charge to 
the Prince Edward Island Ferry Service Deficit. An amount of $582,000 was charged 
to the 1969 Deficit, of which $416,000 in interest was credited to the Department’s 
non-tax revenue account ‘“‘Return on Investments’’ in 1969-70 and $166,000 was 
credited to the loan account, although the amount required for amortization of the 
principal was only $126,000. The excess of $40,000 represented the application of 
surplus funds which otherwise would have lapsed. 


The practice continued in 1970-71. The loan account was charged with addition- 
al expenditure of $48,000 for the M.V. Lucy Maud Montgomery and $8,151,000 
representing progress payments on the two ferries under construction. These expen- 
ditures brought the total charge to the Loan Vote to $14,087,000. 


The Prince Edward Island Ferry Service Deficit for 1970, which was provided 
for by Transport Vote 20, was charged with $1,035,000 with respect to the M.V. Lucy 
Maud Montgomery of which $419,000, representing interest for one year on the 
advance from the loan account, was credited to the Department’s non-tax revenue 
account ‘‘Return on Investments”, and $616,000 was credited to the loan account. 
The latter amount is not the scheduled amount for amortization of principal in 
1970-71, which was only $137,000, but represents four years amortization of principal. 
This procedure resulted in $479,000, which otherwise would have lapsed, being 
charged to Transport Vote 20, thus not only overstating the actual deficit of the 
Prince Edward Island Ferry Service but also weakening parliamentary control over 
expenditure. 


When a departmental activity is a subsidized activity such as the Prince Edward 
Island Ferry Service, in which out-of-pocket operating costs are subsidized, the assets 
employed obviously cannot be regarded as revenue-producing. However, as 1n the 
case of certain loans to Crown corporations they can be given the appearance of 
being revenue-producing by asking Parliament to appropriate funds for payment of 
interest. The Public Accounts Committee has expressed the opinion that loans made 
to Crown corporations which do not have the means to pay interest or repay the 
loan without recourse to parliamentary appropriations should not be regarded as 
revenue-producing assets. (See Appendix 1, items 5 and 17.) 


As is pointed out in paragraphs 57 and 239 of this Report, if certain capital 
assets are to be included in the Statement of Assets and Liabilities, then a formal 
change of policy is required and steps should be taken to bring all similar capital 
assets on to the Statement. Furthermore, the assets should be described as capital 
assets and should not be categorized as loans, which is incorrect. 


| 
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196. Action for damages. In our 1970 Report (paragraph 234) reference was made 
to a collision between two vessels in the St. Lawrence River down stream from Sorel, 
Que., which resulted in the total loss of one of the vessels. By petition of right, 
action for damages in excess of $5 million was taken against the Crown by suppli- 
ants who included underwriters, insurers and consignees of the cargo of the sunken 
vessel. The suppliants alleged that the collision had been caused by the displace- 
ment of a range light, under the control of the Department of Transport, which 
guided one vessel so close to the south bank that it sheered, crossed the navigation 
channel and collided with the other vessel. The judgment of the Exchequer Court of 
Canada, pronounced in September 1968, maintained the petition of right with costs, 
it being provided in the judgment that the matter of assessing damages was to be 
determined “‘by reference’ and that in the event of an appeal, such reference was to 
take place after the appeal. 


An appeal from the Exchequer Court judgment lodged by the Crown in the 
Supreme Court of Canada was heard in May 1970. In a judgment rendered on April 
27, 1971, the Supreme Court ruled that the lability to make good the damage 
occasioned by this collision should be borne 50% by the Crown and 30% and 20% by 
those responsible for the navigation of the two vessels. The Court also recommended 
that the case be referred back to the Exchequer Court for disposition of a counter- 
claim by the owner of one of the vessels involved. 


197. Department of National Defence costs charged to Transport appropriation. 
The Meteorological Branch of the Department of Transport has for many years 
provided the Department of National Defence with meteorological services on a 
non-recovery basis under agreements approved by the Treasury Board. The charge 
to Transport appropriations for these services amounted to $2,191,000 in 1970-71 and 
$2,184,000 in 1969-70. 


Both Departments have agreed that in accordance with current government 
policies and management concepts, the costs associated with meteorological services 
of a military nature should be assumed by the Department of National Defence. 


A joint submission to the Treasury Board which sought approval for the transfer 
of financial responsibility in the amount of $2,521,000 for the 1971-72 year was 
rejected. Although recognizing that program budgeting principles required the cost 
of meteorological support services to be charged against defence programs, the 
Board withheld approval because of the budgetary ceiling of $1,815 million for 
National Defence expenditure. 


198. Capital expenditure project financed with revenue funds without the authority 
of Parliament. In 1964 the Department of Transport was given the responsibility for 
managing Resolute Bay Airport, and in 1966 entered into a lease agreement with an 
oil company under which the company was granted the privilege of maintaining, 
operating and using the refuelling facilities, the pipelines and mobile equipment at 
that location. The lease agreement provided for the collection by the company of 
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certain tank and gallonage rental charges with the receipts to be held “‘in trust” and 
paid to the Department, with interest at 5%, within 15 days after March 31 each 
year. The lease further provided that the company could use the trust funds for the 
repair, maintenance and improvement of the existing facilities 1f authorized in 
writing to do so. This provision in the lease was irregular because prior to 1968-69 the 
Department lacked authority to spend revenue. 


In 1969 and again in 1970, in response to increased demands for aviation and 
other fuels, the Department authorized the company to increase the capacity of the 
tank farm at a total cost of $1,319,000. These expenditures increased the tank farm to 
five times its original capacity. | 


In directing the undertaking of these expenditures the Department authorized 
the company to recover its cost from the gallonage rental charges and at the same 
time agreed to pay 8% per annum interest on the unrecovered capital expenditures. 
The diversion of revenue in this manner without the authority of Parliament is 
illegal. 


Following criticism of these operations by the internal auditors of the Depart- 
ment, a submission was made to the Treasury Board in 1971 requesting retroactive 
approval for the construction of the additional petroleum and oil line facilities and 
authority to reimburse the company from the Department’s capital expenditure vote 
for the capital cost of the project together with interest at 8%. The Treasury Board 
granted its approval and authorized an information item in the Supplementary 
Estimates (C). The information item which appears at the bottom of page 72 of 
Supplementary Estimates (C) 1970-71 is misleading because it does not indicate that 
the work had been completed over the preceding two years or that it had been 
financed by an o1l company which in turn was holding departmental revenues in 
excess of the cost of the project. 


On April 20, 1971 a cheque was drawn in favour of the company in the amount 
of $1,443,000 covering construction costs of $1,319,000 and 8% interest amounting to 
$124,000. The payment was made from Transport Vote 40—Air Services—Capital 
expenditure. 


On May 27, 1971 a payment of $750,000, representing gallonage rental and 
interest at 5% which was due April 15, 1971, was received from the company. On 
June 3, 1971 a further payment of $984,000, representing transportation charges on 
fuel delivered to Resolute Bay by the Department and interest at 5% which was due 
March 31, 1971, was received from the company. 


From the point of view of parliamentary control almost every facet of this 
construction project was irregular. It is difficult, therefore, to understand why the 
Treasury Board would grant its retroactive approval, apparently without directing 
any criticism at the Department. It appears that the irregularities resulted from a 
regional office of the Department acting independently of regulations and proce- 
dures and failing to adhere to the terms of the lease. Many departments are now in 
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the process of decentralization and if breakdowns in controls such as occurred in this 
case are to be avoided departmental headquarters must maintain firm overall 
control. 


199. Costs incurred to limit oil pollution from sunken oil barge. On a number of 
occasions, we have commented on costs incurred by the Crown in removing threats 
to waterfowl, marine life and coastal property caused by the presence of sunken 
vessels. In our 1969 Report (page 125) we noted that proposed legislation which 
would place financial responsibility on the owners for the removal of a wreck or its 
cargo was deferred pending deliberations on the subject by an intergovernmental 
organization. We further reported that international agreement was not reached on 
this matter and that the Department of Transport would again be recommending 
legislation with respect to financial responsibility for the removal of a wreck or its 
cargo. This goal was achieved when an Act to amend the Canada Shipping Act, 
1970-71-72, c.27, received Royal Assent on March 30, 1971 and the applicable sections 
were proclaimed in force as of July 1, 1971. 


Prior to enactment of this amending legislation, the oil barge Irving Whale sank 
on September 7, 1970 in 240 feet of water, approximately 35 miles northeast of 
Prince Edward Island. A quantity of oil escaped from the cargo of approximately 
one million gallons and raised fears of extensive damage to coastal property and 
bird and marine life. Emergency measures were implemented by personnel of the 
Departments of Transport and National Defence to curtail the oil leakage and to 
clean up the pollution resulting from the mishap. These measures cost $521,000, of 
which $322,000 was incurred by Transport and $199,000 by National Defence (see 
paragraph 110 of this Report). 


The barge remains on the bottom with most of its cargo of oil. Expert opinion 1s 
that because of the temperature of the water the oil cargo has solidified to the extent 
that the danger of escaping oil is negligible. It appears that there is no legal basis on 
which to recover from the owner of the sunken barge the costs already incurred or to 
require him to remove the sunken barge and its remaining cargo. 


200. Costs of oil pollution clean-up, Chedabucto Bay, N.S. After running aground 
on Cerberus Rock in Chedabucto Bay on February 4, 1970, the oil tanker Arrow 
broke up, sank, and discharged considerable quantities of her cargo of fuel oil into 
the waters of Chedabucto Bay. Large and numerous oil slicks resulted, which fouled 
fishing gear and the surrounding shoreline, and posed a serious threat to marine life 
and waterfowl. 


Under the leadership of a Task Force appointed by the Minister of Transport, 
the Department of Transport along with several other government departments 
undertook the tasks of removing oil slicks from the surface of the water, cleaning up 
beaches and fishermen’s gear, curtailing the further spread of oil, pumping oil out of 
the sunken section of the hull, and sealing off the wreck to prevent recurrent 
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leakage. Expenditures incurred by the several departments to October 31, 1971 in the 
carrying out of this clean-up operation amounted to $3.8 million. 


An amount of US$945,000 has been accepted from TOVALOP (Tanker Owner 
Voluntary Agreement on Liability for Oil Pollution) in full settlement of the claim 
of the Government of Canada against the owners of the Arrow. 


201. Cost of terminating lease for telecommunication facilities. In our 1968 Report 
(page 121) we referred to an agreement entered into in 1962 by the Department of 
Transport with a telecommunications company for the provision of leased equip- 
ment for seven semi-automatic relay centres across Canada and to the payment of 
$566,000 in termination charges when installation was not proceeded with at one 
centre. We stated that, in order that the company would be assured of recovering its 
invested capital, a 10-year lease covering each centre provided, in the event of early 
termination, for charges for each unexpired month of the term of the lease. We also 
pointed out that the six relay centres which were completed between 1962 and 1966 
were to be converted and upgraded to a fully-automatic system and that this 
changeover would involve payment of substantial termination charges. 


The work of converting and upgrading each centre to a fully-automatic system 
was completed in December 1970 and termination charges amounted to $1,324,000 
which brought the total termination charges to $1,890,000. 


202. Additional cost due to changes 1n plans and specifications, Richelieu River, St. 
Ours, Que. In June 1967 the Department of Transport entered into a contract for 
construction of the concrete portion of a regulating dam on the Richelieu River at 


St. Ours. 


Prior to this, in September 1966, a contract had been awarded for the design, 
model testing, supply and erection of five gates, valves, operating controls, embed- 
ded parts and miscellaneous equipment. The requirement that the design be model 
tested was to ensure proper operation under the conditions existing at St. Ours. This 
contract was awarded seven months prior to calling tenders for the concrete portion 
of the work in order that all the required information might be incorporated into the 
plans for the concrete work. 


However, at the time of the tender call and of the subsequent award of the 
concrete contract the design of the gates had not been finalized. As a consequence, 
the contractor was forced to make numerous changes. These changes resulted in 
delays which together with a delay of six weeks in the contract award forced the 
contractor to carry out work in the winter which had been scheduled for the summer 
and autumn. | 


In February 1969 the contractor submitted claims amounting to $1,066,000 for 
his additional costs attributed mainly to changes in the work, arising in part out of 
the delay in the design and supply of the gates. 
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In November 1970, after lengthy negotiations, the Department reached a settle- 
ment with the contractor amounting to $667,000 including interest of $75,000. It has 
not been possible to determine what portion of this amount may be considered 
non-productive. 


203. Payment in excess of normal subsidy. Under the National Transportation 
Act, R.S., c. N-17, the Canadian Transport Commission is responsible for the 
administration of subsidies voted by Parliament for any mode of transport in 
Canada. Upon its formation, the Commission established the Air Transport Com- 
mittee to assume the duties formerly vested in the Air Transport Board, including 
the administration of subsidies to regional air carriers. 


The Commission’s examiners audited the records of a company, which provided 
both subsidized and unsubsidized air services, and calculated the subsidy entitle- 
ment to be $952,000. However, after representations from the company, the subsidy 
was increased by $393,000 to $1,345,000. 


Of the additional amount granted, $134,000 was due to an increase in the profit 
allowance from 9% to 12% of flying revenues on the subsidized routes. This 
increment in the profit allowance, which is within the prescribed limits, was consid- 
ered justified in light of the high interest rates then prevailing. The balance of the 
increase, $259,000, resulted from charging to subsidized routes certain indirect 
expenses previously charged, 1n accordance with the prescribed accounting and route 
cost procedures of the Air Transport Committee, against non-subsidized routes. 


Transport Vote 55 of 1969-70 provided that subsidies be approved by the 
Treasury Board but, in its submission for approval of this subsidy, the Commission 
did not advise the Board of the deviation from prescribed accounting and route cost 
procedures. | 


204. Additional cost due to delay in awarding contract, Malton, Ont. On August 
19, 1970, the Department of Transport received the approval of the Treasury Board 
to enter into a contract with the lowest tenderer for the construction of the 
superstructure of phase II, stage I of Terminal No. 2 at Toronto International 
Airport, at a cost of $13,506,100. The tenderer, however, was not prepared to enter 
into a contract at his original prices, since the 60-day validity period of his tender 
had expired. An attempt was made to negotiate new prices, but no agreement was 
reached. The Department then requested the three lowest bidders to re-submit 
tenders with the result that the new low tender was submitted by the original low 
bidder, but at a price $324,000 higher than on the first call. The new low tender was 
accepted and in October 1970 the contract was awarded in the amount of $13,830,100. 


The increase of $324,000 in cost is a direct result of the delay in awarding the 
contract arising from the Department’s failure to process the original tenders within 
the validity period provided in the tender documents. The reason advanced for this 
_delay was that the specifications were complex with bidders being given the oppor- 
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tunity to bid on approximately twenty alternatives, and there were three divisions 
of the Department involved in assessing the bids. As a matter of fact 51 of the 60 
days had elapsed before the Department started moving the draft Treasury Board 
submission through the Administration to the Minister—a process which required a 
further 21 days. The validity period had therefore expired two weeks before the 
Minister received the draft submission. A further 12 days elapsed before the Trea- 
sury Board received the submission and a further 9 days elapsed before the Treasury 
Board gave its approval. 


Administrative improvements proposed by the Department include pre-tender 
evaluation of alternatives; assignment at time of tender opening of responsibility 
for identification, and follow through to solution, of specific problems related to 
approval of the tender award; and procedural changes to keep delays in handling to 
a minimum. 


205. Additional cost due to delays in the vmplementation of computerized switching 
operation. In May 1967 the Department of Transport contracted with a telecommun1- 
cations company to convert the existing leased National Weather Teleprinter 
Networks from manual to computerized switching. 


In July 1967 it was decided, in co-ordination with the United States Weather 
Bureau, to change the flow of United States-Canada weather information from 
individual network connections to a computer link to achieve a more direct and 
efficient exchange of data. 


The contractor had the new system ready for operation in September 1969, but 
delays in completing changes in the United States system and operational difficul- 
ties forced deferment of the target date to March 1, 1970. 


The contractor claimed for expenses incurred in maintaining two systems from 
October 1, 1969 to March 1, 1970 without benefit of any revenue from the new 
system. These additional expenses were paid in September 1970 in the amount of 
$225,700. 


In addition to this cost, the delay in implementation of the new system for a 
period of five months resulted in the Department failing to realize in this period the 
savings expected to be generated by use of the new system. 


206. Cost of discarded design work, Prince George, B.C. In February 1969 the 
Department of Transport obtained approval for the construction of a public air 
terminal building, an operations building and related facilities at Prince George at 
an estimated cost of $1,819,000. The Department’s engineers and architects then 
proceeded with the final design work, and in June 1970 tenders were called for the 
construction of the buildings. The lowest tender received was $1,548,000. Other 
related and approved work estimated to cost an additional $992,000 was not included 
in the tender call. 
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The Department undertook a review of all requirements and standards associat- 
ed with the project with the objective of reducing the scope and quality of the work 
to remain within: the approved amount. While it was estimated that a saving of 
$210,500 could have been effected, the cost of the buildings would still have 
remained substantially above the authorized amount. The Department then decided 
to incorporate all space requirements in a single, multi-purpose building and to 
re-design the entire project. In March 1971 approval for the construction of the new 
concept at an estimated cost of $2,269,000 was received. 


The design work for the original concept of the project which was discarded was 
done by departmental personnel. These non-productive, ‘‘in-house’’ costs were 
estimated to be $102,000. 


207. Cost of architectural services for abandoned project, Quebec, Que. In May 
1969 the Treasury Board approved in principle the construction of an addition to 
the air terminal building at the Quebec Airport at an estimated cost of $2,370,000, 
based on September 1968 estimates. In the following month the Board authorized 
the Department of Transport to enter into an agreement with an architectural firm 
for the design, working drawings, specifications and supervision of the proposed 
alterations and additions at an estimated cost of $125,000. 


In July 1970 pre-tender estimates showed that costs had escalated almost 100% 
and a submission was made to the Treasury Board in September 1970 requesting 
authority to spend an additional $2,014,000 as a result of increased material and 
construction costs and a change in the scope of the project. In October, because of 
the substantially increased cost, the Treasury Board requested a detailed review of 
the proposal including a cost benefit analysis of the original proposal versus 
alternatives. The Department then advised the architects to cease work on the 
development of drawings and specifications. 


As a result of the review and cost benefit analysis, the Department decided to 
construct a separate passenger terminal building and related facilities and to 
renovate the existing air terminal building as an operations building. In March 1971 
this new concept was approved by the Treasury Board. 


During the year the architectural firm was paid $86,500 in respect of the design, 
working drawings and specifications for the abandoned project. What portion of this 
amount may be non-productive cannot be determined until it is known what portion 
of the design preparation can be utilized on the new concept. 


208. Cost of repairs to leased aircraft. In February 1967 the Department of 
Transport purchased two new aircraft for lease to a Caribbean air transport compa- 
ny. The lease, which included an option to purchase, was for a period of 12 1/2 years 
but could be terminated by either party on six months notice. 


During the term of the lease the company experienced operational difficulties 
with the aircraft and, despite efforts by the engine and airframe manufacturers, was 
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unable to operate them successfully. As a result, in January 1970 the company 
exercised its right to terminate the lease in July 1970, after which the aircraft were 


returned to Canada and sent to the manufacturer for inspection and repair. Exten- | 


sive corrosion was found in various sections of the airframes and in one of the 
engines and it was decided that this corrosion was abnormal and was due in part to 
the lack of proper maintenance by the company. The cost of repairs to the airframes 
was $111,500 and to the engine, $6,100. 


Under the terms of the lease the company was to redeliver the aircraft 


fully equipped and in sound, airworthy condition and in good appearance, and with a valid 
certificate of airworthiness issued by the appropriate authority and if the said aircraft are not 
in such condition and appearance, the Company shall reimburse Her Majesty the expense of 
such restoration. 


Notwithstanding this, only $39,300 of the total repair costs of $117,600 has been 
charged to the company and the balance has been assumed by the Department. 


The manufacturer had admitted that these particular aircraft did not have 
sufficient priming, but he was not asked to bear the repair costs which resulted from 
this. 


209. Unused plans for construction of northern supply vessels. In February 1965 the 
Department of Transport engaged a firm of naval architects at a fixed fee of $67,500 
plus expenses for the preparation and supply of design plans and specifications for 
the construction of replacements for three older northern supply vessels. Following 
the delivery of the plans and specifications in December 1965, the Department 
decided not to spend any more money on design of this type of ship and tenders 
were not called for the construction of the replacement vessels. 


The replacement of the three vessels was carried in the Department’s Program 
Forecast until deleted in 1972-73. Thus, the expenditure of $67,500 on the plans and 
specifications that will not be used must be considered non-productive. 


210. Federal-provincial shared-cost programs. In previous Reports (paragraph 179 
in 1970) we have expressed the view that it would be informative to the House if a 
detailed summary were presented in the Public Accounts showing the numerous 
federal-provincial shared-cost programs and the federal share of the costs. The 
Public Accounts Committee considered this suggestion on February 2, 1971 and in 
its Fifth Report 1970-71, presented to the House on March 10, 1971, recommended 
that a detailed summary of these programs be provided as an appendix to the Public 
Accounts showing the federal share of the cost of each program on an annual and 
cumulative basis, and that the information on the federal share of each program be 
provided by province. (See Appendix 1, item 34.). 


Information regarding Canada’s contribution towards each of the larger federal- 
provincial shared-cost programs is available in the various tables contained in 


| 
| 
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Section 31 of Volume II of the Public Accounts. However, there is no consolidation 
showing the overall federal contribution to these programs. 


Canada participated with one or more of the provinces in 82 shared-cost 
programs in 1970-71 as compared with 79 in 1969-70 as follows: 


1970-71 1969-70 


Costs shared with: 


SN sun} Ra seh OF 24 tl ape AeA i sal ell ere Ace sadly 2 ae ana SUML ae ger aN ad 13 12 
Aibrernanoneuu not all provinces: a. a eee A nk. Le 48 46 
rNONerOY iC. chic. fale. 98 Guy... Nee yo. THA PR. Geter. 4 21 21 

82 79 


This table has been prepared on the basis of actual financial participation with the 
provinces, whereas in prior years it was prepared on the basis of the eligibility of 
provinces to participate. For purposes of comparison there has been a reallocation 
between categories of certain programs in 1969-70. In addition 12 programs that were 
included last year have been deleted as not being true federal-provincial shared-cost 
programs and one program, previously omitted, has been added. 


During the year 15 programs were completed while 18 new programs were 
started. 


The federal expenditure under these programs totalled $2,333 million compared 
with $1,725 million in 1969-70. A summary of expenditure by departments and 
programs, showing the amounts applicable to each province, with comparable 
figures for the previous year, appears as Appendix 2 to this Report. 


Expenditures on all programs are the subject of test audit by this Office, 
the extent of the test in each case being determined by the nature of the program 
and the scope of the audits carried out by the provincial auditors prior to the 
submission of claims, and by the Audit Services Bureau of the Department of 
Supply and Services in those cases where the Bureau is requested by departments to 
carry out examinations. Many of the programs are complex and their terms subject 
to varying interpretations and applications. Because of this, and the fact that the 
programs comprise a major portion of Canada’s total contributions, provincial 
records are examined by regional representatives of this Office annually in connec- 
tion with all programs coming under the jurisdiction of the Department of National 
Health and Welfare, excepting the medical care program, all programs coming 
under the Department of Manpower and Immigration and the agricultural and rural 
development program under the Department of Regional Economic Expansion. No 
examinations of provincial records are made in respect of expenditures on the 
remainder of the listed programs; claims and supporting documentation relating to 
these programs are examined by us at the departmental offices responsible for their 
administration, reliance being placed on the audit certificate given by the provincial 
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auditors as to the validity and correctness of the charges and on the direct examina- 
tions made of many of these programs by the Audit Services Bureau. 


211. Losses through the fraud, default or mistake of any person. Section 61(1)(e) of 
the Financial Administration Act requires the Auditor General to report annually to 
the House of Commons every case in which he has observed that there has been a 
deficiency or loss through the fraud, default or mistake of any person. 


During the year 67 losses totalling $77,047 were noted resulting from defalca- 
tions or other fraudulent acts of public officers, of which $36,723 was recovered, 
leaving net losses of $40,324. These are summarized as follows: 


Initial 
Number loss Recoveries Net loss 
Energy, Mines and Resources.............. 1 $ 300 $ 83 $ 217 
Indian Affairs and Northern Development... . 1 901 901 
National Revenue— 

Customs and Excise Division........... 2 74 74 
INFAIOT DCLENCE | il et ade ee ee ee 2 4,201 2,639 1,562 
TEXEDSPOT UG. oc) ee ee Ae 1 1,164 1,164 

7 6,640 2,722 3,918 
PORE. CICE een ae eh EO ane Ady sear 4 has Seen 60 70,407 34,001 36, 406 
67 $ 77,047 $- 36,723 $ 40,324 


One other loss resulting from a defalcation by an employee of the National 
Harbours Board was detected after the year-end and is the subject of paragraph 135 
of this Report. 


The Post Office losses are chargeable to the Post Office Guarantee Fund and 
the other losses to the Public Officers Guarantee Account. Of this latter group only 
the Energy, Mines and Resources net loss of $217 had been charged to the Account 
at the year-end. Furthermore this was the only loss, of the seven losses in depart- 
ments other than the Post Office, that was reported in the Public Accounts for 
1970-71, as required by section 98(3) of the Financial Administration Act. 


One of the National Defence losses, amounting to only $76, was the loss from 
four fraudulent travel claims submitted by a recruiting officer who was found guilty 
on four counts and sentenced to a severe reprimand and fined $200. During 1969-70 
this officer had submitted 608 claims totalling $14,664 on behalf of recruits passing 
through his recruiting centre. Of these the Department tested 18 totalling $546 and 
found that the recruits im question allegedly had received only $191. We understand 
that prosecution was limited to four of the 18 claims because of the difficulty of 
assembling the remaining recruits as witnesses. 


A net amount of $10,079 remaining from 10 fraudulent losses in six departments 
reported by us in prior years had not been charged to the Public Officers Guarantee 
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Account at March 31, 1971, and, in fact, five of these in three departments totalling 
$7,746 have never been reported in the Public Accounts. The oldest, amounting to 
$1,524 occurred in 1954-55. 


In addition to losses involving public officers, there are inevitably, in the 
administration of the numerous and complex programs of the Government, some 
deficiencies through the fraud, default or mistake of individuals outside the Public 
Service. These, when encountered in our test examinations, are brought to the 
attention of the administering department and, if significant, are commented.on in 
our Report. (An example 1s paragraph 142 of this Report.) 


212. Non-productive payments. The Public Accounts Committee in its Fifth 
Report 1961, in its Sixth Report 1964-65, and as recently as January 19, 1971 
unanimously requested the Auditor General to include in his annual Report to the 
House of Commons any non-productive payments that come to his attention during 
the course of his annual audit. 


Since 1961, in compliance with this request, there have been included in the 
Auditor General’s annual Report details of non-productive payments that came to 
our attention during the course of the audit. Again this year we have sought to point 
out the underlying causes, particularly where the circumstances appear to have been 
beyond the control of the department or agency to whose appropriation the charge 
was made. | 


The total of the non-productive payments this year is estimated at $9,291,000. 
Many of these originated in prior years but in most cases a payment was made in 
1970-71. Of these cases, 24 have been described in the foregoing paragraphs while the 
remaining 19 are as follows: 


1. COST OF FRENCH LANGUAGE TRAINING FACILITIES WHICH WERE NOT USED. In the summer of 
1970 two three-week courses were organized in Quebec, Que., to provide French language 
instruction for judges appointed by the Federal Government. Room and board were provided 
to the course participants under a standing contract which the Language Bureau of the Public 
Service Commission had entered into with the hotel at which the instruction was given. 
Sixty-two judges indicated that they would attend but, prior to the commencement of the 
courses, sixteen withdrew for various reasons. Additionally, three judges were considered to 
have a knowledge of the French language that would make the courses inappropriate and 
three judges failed to report. Three of the vacant places were taken by senior officials of the 
Department of Justice but, as the contract guaranteed at least twenty-five persons for each 
course, the Department was required to pay $3,654 for unused accommodation for seven 
persons. 


Earlier in the year the Department had been required to pay $522 for unused accommoda- 
tion at the same hotel because a departmental official who had enrolled in a course had to 
withdraw at the last moment because of an urgent departmental assignment. 


2. LEASE TERMINATION SETTLEMENT, FORT ERIE, ONT. In July 1962 the Department of National 
Defence entered into a lease for a ten-year period at a rental of $13,420 per year to provide 
accommodation for two militia units in Fort Erie. 
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Due to a reduction of the reserve forces the accommodation was not required after March 
31, 1970 at which time the lease had two years and three months to run. In writing to the lessor 
on January 30, 1970, the Department stated that although it had the alternative of finding a 
suitable sub-lessee for the space, it would prefer to reach a mutually satisfactory arrangement 
to terminate the lease on April 1, 1970. The lessor’s lawyers replied on March 18, 1970 and 
submitted a proposal for a termination settlement in the amount of $17,235 which was paid by 
the Department. 


In its submission requesting approval of the termination payment the Department advised 
the Treasury Board that neither the Department of Public Works nor any other federal 
department or agency could make use of the space. 


. COSTS RELATED TO REDUCTION OF CONTRACT QUANTITIES. In January 1967 the Department of 


Supply and Services awarded a contract for the supply of five aircraft fueller tractors and 
eight fueller semi-trailers for the Department of National Defence at a firm price of $565,000. 


In May 1968, prior to delivery of a pilot model, the Department of National Defence 
reviewed its overall requirements for aircraft fuellers and determined that there was no longer 
a requirement for three of the semi-trailers. The contractor was instructed to stop work on these 
units. 


The remaining units were completed by March 1970 and, following an audit by the 
Department of Supply and Services, the contractor’s claim for termination costs relating to the 
three semi-trailers was settled in February 1971 in the amount of $30,800. The Department of 
National Defence accepted parts valued at $15,500 into its spares inventory, reducing to 
$15,300 the non-productive portion of the termination costs. 


. COSTS ARISING FROM LATE DELIVERY OF CROWN-SUPPLIED MATERIAL. In May 1970 the 


Department of Supply and Services awarded a contract for the refit of H.M.C.S. Margaree at a 
firm price of $319,600 for known work with agreed firm rates for anticipated additional work 
estimated at $104,400. Work was completed in July 1970 at a final cost of $455,800. 


Included in the $31,800 increase over the estimated amount were non-productive payments 
totalling $13,850 for overtime premium and rework occasioned by difficulties with materials 
supplied by the Crown. Materials received by the shipyard from National Defence supply 
depots were not received on time and in some instances did not meet specifications. 


. COSTS RELATED TO REDUCTION OF CONTRACT REQUIREMENTS. On January 21, 1970 the 


Department of Supply and Services awarded a contract for the supply of 20 wheel assemblies 
for Department of National Defence Yukon aircraft at a cost of $60,500. 


On January 29, 1970 the Treasury Board approved the acquisition of more up-to-date 
aircraft which would permit retirement of the Yukon fleet by March 1971. On February 4 the 
contractor was asked to estimate his cost in the event of total or partial cancellation. Following 
receipt of his reply, the Department notified the Department of Supply and Services on 
February 19 that only four assemblies would be required to support the fleet until its 
retirement and on February 27 the contractor was instructed to stop work on the balance. The 
contractor completed the four assemblies for which he was paid $12,100. 


In February 1971 the Department of Supply and Services agreed to the payment of 
$14,500 for costs incurred by the contractor on the remaining wheel assemblies. Materials 
valued at $3,700 were accepted into inventory by the Department of National Defence leaving 
non-productive expenditure of $10,800. 


. NON-PRODUCTIVE PAYMENTS RESULTING FROM APPRAISALS OF REAL ESTATE AT QUEBEC HAR- 


BOUR. In February 1970 the National Harbours Board engaged the services of two firms of 
appraisers to value the Board’s property at Beauport Flats in the Quebec Harbour area prior 
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to its possible sale to the City of Quebec. According to the minutes of the Board, the appraisers 
were to ‘‘undertake separate appraisals and report their conclusions to the Port Manager 
separately.” 


Reports were received from the appraisers in December 1970 and February 1971 and their 
fees of $5,600 and $5,900 were paid. Notwithstanding the different dates on which the reports 
were received, a senior member of the Board’s staff in March 1971 concluded, “‘it is obvious 
from a brief examination that the two reports with minor exceptions are, in fact, identical and 
the value of independent viewpoint lost”’. In April 1971 the Board formally concluded that, “‘It 
is evident that the two firms worked together on these appraisals” and on July 20 the Board 
agreed that a third appraisal be undertaken. 


In due course, another appraiser was engaged to carry out a third appraisal of the 
properties on a per diem basis with a maximum cost of $2,000. It is difficult to understand why 
there should be such a difference between the fees of the original appraisers and the third 
appraiser. 


. ADDITIONAL PLANNING FEES DUE TO LIMITING OF CONSTRUCTION COST, CHANDLER, QUE. In 
1964 the Department of Public Works, having obtained Treasury Board approval in principle 
to construct a deep water wharf at Chandler at an estimated cost of $3 million, engaged a firm 
of consulting engineers to undertake a preliminary investigation and to report thereon, to 
prepare a detailed design, and subsequently to supervise construction of the harbour 
improvements. 


Early in 1969, following construction of a stone breakwater and an access road, the 
Department sought Treasury Board approval to increase the overall project cost to $4,843,000, 
but the Board directed that the cost of the project continue to be limited to $3,000,000. 
However, following receipt of additional information, the Board in August 1969 authorized 
increase of the project limit to $3,850,000 and entry into a contract for construction of the 
wharf at a firm price of $2,494,000, reflecting a reduction of the wharf’s length from 1,000 feet 
to 600 feet. A local industry is contributing $525,000 towards this cost over a period of years. 


At March 31, 1971 the project expenditure totalled $4,025,000, of which $321,000 was for 
consulting services. Included in the latter amount was a payment of $24,800 made in October 
1970, covering the extra cost of redesigning the wharf for the purpose of reducing its length. 


. COST OF UNUSED SPACE AND ALTERATIONS DUE TO CHANGES IN REQUIREMENTS, OTTAWA. 
Having called tenders, with Treasury Board approval, for the provision of accommodation in 
Ottawa for Information Canada, the Department of Public Works in June 1970 obtained 
authority to lease space for ten years in the basement and on the ground, second, seventh, 
eighth and ninth floors of the successful bidder’s building. 


On July 23, 1970, while the premises were being readied for occupancy, Information 
Canada informed the Department that because of a recent policy decision it was felt that the 
tenth floor would suit the organization better than the second floor. The departmental reply 
pointed out that in the original planning it had been intended that all administrative space be 
grouped on upper floors, but that just prior to entry into the lease Information Canada had 
requested relocation of certain administrative functions to the second floor. 


As a consequence of the decision not to use the second floor the building owners were paid 
$14,900 in March 1971, comprising $3,900 for revision of electrical, mechanical and partition 
requirements and $11,000 for rental lost over the period August 1 to December 1, 1970. 


. COST OF ABANDONED PLANS, HODGSON, MAN. In 1966 the Department of Public Works, on 
behalf of the Department of National Health and Welfare, appointed a firm of architects to 
design, prepare complete working drawings and specifications for, and subsequently supervise 
construction of a hospital, nurses’ residence, family dwellings and a garage at Hodgson. The 
cost of construction was estimated to be $1.5 million. 
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Due to economic restraints the project was given a low priority in May 1967 and 
eventually was deferred, until reactivated in April 1970. The consultants submitted two 
accounts totalling $18,500 for work abandoned as a result of revised requirements and a 
settlement of $14,800 was negotiated. This expenditure was in addition to the preliminary 
design fee of $19,500 paid earlier. 


Since reactivation of the project the cost has been estimated at $2,182,000 to which the 
Manitoba Hospital Services Commission has agreed to contribute $500,000. 


COST OF ABANDONED PLANS, LAKEVIEW, ONT. The Department of Public Works entered into an 
agreement with an architect to provide consultant services in respect of alterations and 
improvements to office space in a warehouse building at Lakeview, to satisfy the needs of the 
Department of Supply and Services and Crown Assets Disposal Corporation. The estimated 
construction cost was $210,000. 


A month later the Department of Supply and Services requested that action with regard to 
its accommodation be suspended pending a review of requirements. The resultant changes 
proved to be substantial and the call for tenders was cancelled. The consultant’s agreement was 
terminated, a payment of $12,500 being made for the work abandoned. 


New plans were prepared by the Department of Public Works, embracing a smaller area 
than originally contemplated, and the alterations were carried out during the year at a cost of 
$113,900. 


COST OF ABANDONED PLANS, WETASKIWIN, ALTA. In 1967 the Department of Public Works 
retained a firm of consultants to design and supervise construction of a federal building at 
Wetaskiwin. The estimated cost of construction was $302,000. 


The project was re-examined in 1968 following receipt of requests for increased space from 
some of the prospective occupants. The review produced a new estimated construction cost of 
$380,000, including provision for the additional requirements. As this was considered to be too 
expensive, the consultants were asked to prepare a completely new design within a revised 
budget of 85% of that amount, namely $323,000, and in September 1969 they were paid $12,200 
for the work abandoned. 


The building was completed in 1970-71 at'a final construction cost of $380,200. 


ADDITIONAL COST DUE TO CONSTRUCTION DELAY, PANGNIRTUNG, N.W.T. In 1968 the Depart- 
ment of Public Works, on behalf of the Department of Indian Affairs and Northern Develop- 
ment, awarded a contract at a fixed price of $774,000, subsequently increased to $827,500, for 
the construction of an addition to a school at Pangnirtung. 


In June 1970 the contractor filed a petition of right claiming $12,900 with respect to 
additional expenses and damages and loss suffered as a result of delay. It was contended that 
although the contractor’s work crew had been on the site and ready to commence operations on 
August 11, 1968, the date the vessel carrying project materials and equipment arrived off 
Pangnirtung, unloading of the ship was not effected until the period August 23 to 28, 1968. 


The claim was settled during the year for $11,000 including legal fees which brought the 
contract cost to $838,500. 


COST OF UNUSED SPACE, DETROIT, MICH. To accommodate the National Film Board, the 
Department of Public Works leased space in a building in Detroit for the period September 15, 
1967 to June 30, 1972 at an annual rental of US$12,660. 


On January 6, 1970 the Board informed the Department that the Detroit office was to be 
closed with effect from the 12th of that month. The space was listed with a rental agent but 
without success, the premises being difficult to let because of the comparatively short period 
remaining under the original lease, the small area involved, and the fairly extensive renova- 


14. 


15. 


16. 


lb 


18. 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 151 


tions required for a new tenant. Following negotiations with the lessor, authority was obtained 
to pay US$5,800, the equivalent of five and one-half months rent, as consideration for 
cancellation of the lease. This payment, along with rental outlay of US$2,800 for the period 
January 12 to March 31, 1970, resulted in a non-productive cost of US$8,600. 


ADDITIONAL COST DUE TO CONSTRUCTION DELAY, DEER LAKE, NFLD. In September 1969 the 
Department of Public Works awarded a contract at a fixed price of $19,100 for the construction 
of an addition and alterations to the Federal Building at Deer Lake, to meet requirements of 
the Post Office Department. 

od 


The contract called for completion of the work by January 12, 1970. However, early in 
November 1969 shift work was instituted for the postal employees in the building requiring the 
contractor to reduce the number of men on the job at any one time and to work short intervals 
and at irregular hours in order to minimize interference with postal operations. 


During the year the contractor was paid $5,400 which he had claimed for additional labour 
and overhead costs incurred following introduction of the shift work. This amount, together 
with extras of $600, brought the final cost of the project to $25,100. 


ADDITIONAL COST DUE TO CONSTRUCTION DELAY, ST. PHILEMON, QUE. On March 17, 1967 the 
Department of Public Works expropriated a church property at St. Philémon as the site of a 
post office. The contract for construction of the building, in the amount of $16,800 and calling 
for completion within three months, was awarded a few days later. However, early in the 
following month the contractor reported that he had been refused access to the site by the 
former property owner. The situation was not remedied until the beginning of November 1967. 


Compensation of $5,200 was claimed by the contractor in respect of additional costs which 
he contended had been incurred as a consequence of the delay in commencing work. A 
settlement of $3,500 was negotiated, with payment being made in January 1971. This outlay, 
along with an amount of $1,500 paid earlier for extra work, brought the final cost of the 


‘contract to $21,800. 


UNUSED PLANS FOR MALTON POST OFFICE, MISSISSAUGA, ONT. Item 14 of paragraph 182 of our 
1970 Report dealt with a non-productive payment of $9,500 made in 1967-68 to consultants 
engaged by the Department of Public Works to provide architectural services in respect of a 
proposed post office building at Malton. The initial concept had been abandoned. 


During the year the consultants were paid a further $3,300, bringing the total non-produc- 
tive cost to $12,800. 


COST OF UNUSED ACCOMMODATION, MONCTON, N.B. In 1966 the Department of Public Works 
entered into a five-year lease terminating September 30, 1971, at a rental of $3,600 per annum, 
to provide space in Moncton for the Radio Regulations Field Office, then of the Department 
of Transport. 


During October 1969 the Department of Communications, which had in the interval 
assumed responsibility for the activities involved, advised of increased requirements resulting 
from a planned consolidation of its regional and field offices at Moncton and from provision 
for future expansion. The request was met by use of alternative leased accommodation. The 
original premises remained vacant from February 16, 1970, until termination of the lease by 
mutual consent on February 28, 1971, except for occupancy by the Department of Manpower 
and Immigration from June 22 to August 31, 1970. The cost for the periods unused was $3,100. 


COST OF ABANDONED EXPROPRIATION, WEST HEAD, N.S. In 1966 the Department of Public 
Works expropriated five properties to provide a site for a deep water wharf at West Head. 
Some three years later, on February 6, 1969, a notice of abandonment was filed on all 
properties, it having been concluded that improvement of existing facilities would be prefera- 
ble to new construction. 
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Following abandonment of the expropriation one of the property owners, an oil company, 
requested compensation of $3,100, representing rental of its land for 31 months at $100 per 
month. The claim was reduced by negotiation to $1,900 which was paid in May 1970. 


PAYMENT FOR UNUSED WATER AND SEWAGE FACILITIES, BATH, ONT. In our past two Reports 
(item 19 of paragraph 182 in 1970) we have drawn attention to non-productive payments of 
$9,600 and $5,900 by the Canadian Penitentiary Service for unused water and sewage facilities 
at the Millhaven Institution. The payments, which covered the period June 1968 to March 
1970, prior to the opening of the Institution, were made under an agreement with the Village 
of Bath and with the Public Utilities Commission of the Village. Under the agreement the 
Canadian Penitentiary Service pays a fraction of the cost of operating, maintaining and 
repairing water and sewage treatment systems which were constructed for the Village but also 
service the nearby Institution. 


During the year the Penitentiary Service paid $8,000 to the Village as its share of the cost 
of operations, of which $5,200 must be considered a further non-productive payment as it 
relates to the period prior to the takeover of the Institution by the Canadian Penitentiary 
Service on December 17, 1970. 


On June 10, 1971 the Deputy Solicitor General explained to the Standing Committee on 
Public Accounts the reasons for the delay in opening the Millhaven Institution which resulted 
in the non-productive payments. The Committee made no reference to this 1n its Sixth Report 
to the House of Commons on June 30, 1971. 
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Summary of Assets and Liabilities 


213. The Statement of Assets and Liabilities as at March 31, 1971, with 
comparative figures as at the end of the preceding year, prepared by the Receiver 
General for inclusion in the Public Accounts as required by section 55 of the 
Financial Administration Act and certified by the Auditor General, is reproduced as 
Exhibit 2 to this Report. 


Assets 


214. The following table shows the assets at March 31, 1971, by main headings 
in the Statement of Assets and Liabilities, and the corresponding balances at the 
close of the two previous years: 


March 31, 1971 March 31, 1970 March 31, 1969 


CTE R STA A Co TEAS ae a ae oe OO $ 1,687,678,000 $ 1,171,419,000 $ 983 , 288 , 000 
Departmental working capital advances. 215,551,000 200, 962 ,000 188 , 871 ,000 
Foreign exchange reserve accounts...... 5,727,305, 000 4,020,400,000 3,649,655, 000 
Social security accounts............... 3,701, 275,000 2, 832,734,000 2,022,947 , 000 
Investments held for retirement of un- 

iy et Wie cs Ute Eo) 6 er ere eee a ee Ae 6,875,000 13,817,000 6,378,000 
Advances, loans and investments— 

DoOmestion ae 20 AR). Fee ds 12, 191,363,000 10, 921,076,000 9,883 ,011,000 
Advances, loans and investments— 

ACCOPTIAL Myc <P ROR id Shh csca hs ye ys 1,706,887 ,000 1,633,008, 000 1,576,011,000 
Securities held in trust................ 124,491,000 114,363 ,000 111,466,000 
MCTCITeO CHATCOS . iat ign as, wes sega es 743 , 586 , 000 750, 596 , 000 613,356,000 
Inactive loans and investments......... 94,824,000 94,824,000 94,824,000 
Total recorded assets...............+. 26, 199 , 835,000 21,753,199, 000 19, 129,807,000 
Less: Reserve for losses on realization of 

AACS ee elo oes A obatt ot als 546, 384,000 546 , 384,000 546,384,000 
Net recorded assets............2.00005 $ 25,653,451,000 $ 21,206,815,000 $ 18,583,423,000 


215. Current assets. The balances included under this heading at March 31, 
1971, with the comparable balances at the close of the two previous years, were: 


March 31, 1971 March 31, 1970 March 31, 1969 


CART ees Le si 2 ans aaa ea aca” Soci cuee $ 1,578,048,000 $1,030,431,000 $ 884,933,000 
Securities held for the Securities Investment 

ACCOUNT Stok cok see eee tees oo eeee 56,932,000 97,370,000 44,427,000 
Other. current asseta 110. eee 2. So 52,698,000 43,618,000 53,928,000 


$ 1,687,678,000 $1,171,419,000 $ 983,288,000 
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The $56,932,000 balance in the Securities Investment Account represents the 
amortized cost of securities of Canada held temporarily by the Minister of Finance 
under the authority of section 12 of the Financial Administration Act. 

The total of $52,698,000 shown for ‘“‘Other current assets’? comprises Post Office 
cash on hand and in transit, $17,132,000, cash totalling $35,562,000 received by 
departments after March 31, 1971 which was applicable to, and was recorded in, the 
1970-71 accounts and $4,000 cash in blocked currency. 


216. Departmental working capital advances. The balances included under this 
heading at March 31, 1971, with the comparable balances at the close of the two 
previous years, were: 

March 31,1971 March31,1970 March31, 1969 


Stockpiling of uranium concentrates............. $ 101,183,000 $ 94,621,000 $ 87,236,000 
Miscellaneous departmental accountable, imprest 

ANG StANGING AG VANCES: cs fe. ot. ways Meee 42,603 , 000 32,608 , 000 28 , 467 , 000 
Defence Production Revolving Fund............. 36, 260, 000 27 ,600, 000 34,549 , 000 
Bullion andseOmage steer 's ta sera ¢ faveis cask sites on 11,982,000 18,784,000 14,857,000 
PDLATISTOPUStOTES fein eet oe ok ae ra emcee aa 8,667,000 8,184,000 7,999,000 
Canadian Government Supply Service........... 2,879,000 5,684, 000 3,934,000 


COR ever ede OA oe Ley epee Cetus Sue roe eR 11,977,000 13,481,000 11,829,000 


$ 215,551,000 $ 200,962,000 $ 188,871,000 


The amount of $101,183,000 for stockpiling of uranium concentrates comprises 
the accumulated costs of acquiring, refining and storing these concentrates. 


The item ‘Miscellaneous departmental accountable, imprest and standing 
advances” includes travel and other advances held by departments, government 
agencies and individuals over the year-end. The larger departmental totals of 
outstanding advances at March 31, 1971 were: Department of Labour, $21,095,000 ; 
Department of National Defence, $13,089,000; Department of External Affairs, 
$2,596,000; and Department of Manpower and Immigration, $1,281,000. 


The Defence Production Revolving Fund, established under the authority of 
section 15 of the Defence Production Act, R.S., ec. D-2, provides funds to finance the 
cost of stocks of defence supplies and essential materials and for working capital 
loans and advances to manufacturers of such supplies and materials. 


217. Foreign exchange reserve accounts. The balances included under this head- 
ing at March 31, 1971, with the comparable balances at the close of the two previous 


years, were: 
March 31, 1971 March 31, 1970 March 31, 1969 


Exchange Fund Account................. $ 4,578,424,000 $ 3,220,400,000 $ 2,867,000,000 
International. Monetary Fund—subscription 


Pa | 1 IIR tg i ORIG Ge 1,148,881 ,000 800 ,000, 000 782,655,000 


$ 5,727,305,000 $ 4,020,400,000 $ 3,649,655,000 


SUMMARY OF ASSETS AND LIABILITIES Tos 


The Exchange Fund Account 1s operated by the Bank of Canada on behalf of 
the Minister of Finance. The balance of the Account at March 31, 1971, $4,578,424 - 
000, comprised cash advances of $4,325,000,000 and Canada’s allocation of special 
drawing rights issued by the International Monetary Fund, $253,424 ,000. 


Cash advances are made by the Minister from time to time within the maximum 
($4,500,000,000 at March 31, 1971) authorized by the Governor in Council under 
section 15 of the Currency and Exchange Act, R.S., c. C-39. The market value of the 
net assets acquired from the cash advances to the Exchange Fund Account was 
$4,077 ,772,000 indicating an unrecorded deficit of $247,228,000. Special drawing 
rights are a medium used by participating countries as foreign currency reserves 
designed to increase international liquidity. 


The increase of $348,881,000 in Canada’s subscription to the capital of the 
International Monetary Fund results from an increase in Canada’s quota, which at 
the exchange rate prevailing at March 31, 1971 was $1,108,900,000 equivalent to 
US$$1,100 million, offset in part by a reduction resulting from a drop in the value of 
the US dollar. 


218. Social security accounts. The only social security account is the Canada 
Pension Plan Investment Fund. Funds of the Canada Pension Plan, in excess of an 
amount estimated as required to meet all payments in the following three months, 
are available for investment in 20-year non-negotiable provincial and federal securi- 
ties at the average market yield of outstanding negotiable bonds of Canada which 
are 20 years or more from maturity. Investments in these securities at March 31, 
1971, with the comparable balances at the close of the two previous years, were as 
follows: : 


March 31, 1971 March 31, 1970 March 31, 1969 


GELATO Le coe re OPER, SAE ns nee $ 2,062,407,000 $ 1,586,369,000 $ 1,140,592,000 
ipritisn Columbia recon. oie ies. pss ee 535 , 852,000 410,748,000 293 , 593,000 
Piberte Weer a ots ee eel cca andes 341,141,000 258 ,819 ,000 181,758,000 
IVPAIICOON Be 5k ce sd OT OE OE ten 6 i bn Slane 217,816,000 166 , 345 , 000 118,662,000 
BASiALChe wat. wah. ss L24.24 ede eno 174,690,000 131,822,000 91,465,000 
IVOVAOCONAS nice ict mae Ghee Seer aE eee 142,736,000 108,695 , 000 77,091,000 
INGwWr BTIMSWiCk cn .ce ee § Foes be ee 108,805 , 000 82,990,000 58,774,000 
INGWAOUTIOHANG. Fs. seere eee cele, oles oc oh 70,316,000 53,487,000 37,930,600 
Prince Edward tisland?y no) a tes 13,859,000 10,385,000 7,145,000 
Ouebeler. 2 Lye akcce t Gastncaa eae 12,832,000 7,700,000 4,622,000 
SUA AOE Oe acs ck ono. PES Tn on wie wes 6 20,821,000 15,374,000 11,315,000 


$ 3,701,275,000 $ 2,832,734,000 $ 2,022,947,000 


219. Investments held for retirement of unmatured debt. These investments 
amounting to $6,875,000 consist of 5 1/2% Canada bonds maturing on August I, 1980, 
with a face value of $7,759,000, purchased under terms of issue whereby the Govern- 
ment is to endeavour to purchase quarterly, in the open market and under certain 
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conditions, one-half of one per cent of the principal amount of the issues. During the 
year, bonds with a face value of $6,228,000 were purchased for $5,491,000, and bonds 
with a face value of $14,400,000 and a book value of $12,490,000 were cancelled. 


220. Advances, loans and investments—Domestic. The balances included under 
this heading at March 31, 1971, with the comparable balances at the close of the two 
previous years, were: 


March 31, 1969 


March 31, 1971 March 31, 1970 


Loans to, and investments in, Crown 


CIE DOTA LODE acaicrehirgte co Sonik whGiee learnt te $ 10,755,254,000 $ 9,634,530,000 $ 8,767,795,000 


Veterans’ Land Act Fund............. 520 , 723 , 000 498 , 728 , 000 446,111,000 
Less: Reserve for conditional benefits. . 28 384,000 26 , 649 , 000 24 ,443 , 000 
492,339 ,000 472,079 , 000 421,668 ,000 

Loans to provincial governments....... 359 , 949 , 000 319,649, 000 270,328,000 
Municipal Development and Loan Board 263 , 555 , 000 272,777,000 281,312,000 
Miscellaneous), wheosnewea ce te he 320 , 266 , 000 222,041,000 141,908 , 000 


$ 12,191,363,000 $ 10,921,076,000 $ 9,883,011,000 


LOANS TO, AND INVESTMENTS IN, CROWN CORPORATIONS. The following table lists 
these loans and investments at March 31, 1971, with the comparable balances at the 
close of the two previous years: 

March 31, 1971 


March 381, 1970 March 31, 1969 


$ 4,441,789,000 $ 3,960,603,000 
2,156,770, 000 1,983,097 , 000 
1,127,727 ,000 1,049 , 922,000 


2,361,196, 000 
1,176,750, 000 


The St. Lawrence Seaway Authority.... 618, 643 , 000 562,714,000 521,160,000 
Atomic Energy of Canada Limited..... 504, 282 ,000 343 , 370,000 207 , 437 , 000 
Export Development Corporation...... 354, 398 , 000 273,513,000 231,575,000 
National Harbours Board............. 270,239 ,000 265 , 696 , 000 261, 163 ,000 
Northern Canada Power Commission... 49,410,000 44,673,000 42,056,000 
Canadian Overseas Telecommunication 

ONBOTATION  ..5. the Ue Ae ob ee Se 42,315,000 45,919,000 49 , 343,000 
Eldorado Nuclear Limited............. 35 , 247 , 000 25,477 ,000 8, 247,000 
Polymer Corporation Limited.......... 30,000,000 30,000,000 30,000,000 
Canadian Dairy Commission........... 23,430,000 45,167,000 41,955,000 
National Capital Commission, other than 

Greenbelt—see also below........... 23 , 399 , 000 29 ,682 ,000 28 , 181,000 
Northern Transportation Company Lim- 

1eOLG 200.8. %... ESee ERR Se. 2 16,100,000 10,000,000 2,000,000 
Canadian Commercial Corporation..... 15,500,000 15,500,000 15,500,000 
Canada Deposit Insurance Corporation.. 11,400,000 30,500,000 23,500, 000 
Canadian Broadcasting Corporation— 

working capital—see also below...... 9,630,000 9,000 , 000 9,000, 000 
Bank of, Canddayvcisce le we eee 5,920,000 5,920,000 5,920,000 
Freshwater Fish Marketing Corporation. 4,800,000 2,200,000 — 
Canadian Arsenals Limited............ 4,500,000 4,500,000 5,000,000 
Cape Breton Development Corporation. . 4,000,000 8,000,000 10,000,000 
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March 31, 1971 March 31, 1970 March 31, 1969 


Canadian Film Development Corpora- 


PLOT HS sats &, sien, SOL AER LN. Eo $ 3,087, 000 $ 1,748,000 g 367 , 000 
Canadian National Railways—re acquisi- 

tion and repair of passenger equipment 1,650,000 2,000, 000 2,416,000 
Royal Canadian Minter). ees. Tah 1,000,000 2,000, 000 — 
Canadian National Railways—re Yar- 

mouth-Bar Harbour ferry............ 568 , 000 592 , 000 617,000 
Canadian National (West Indies) Steam- 

Slips; LIMited | Pekin Akay: Fest. . 325 , 000 325,000 325 , 000 
Canadian Patents and Development 

Pos Ree ok SRE: Nhe ed 296 , 000 296 , 000 296 , 000 
Canadian Corporation for the 1967 World . 

Exhibition—see also below.......... — — 25,150, 000 

10,606 , 168 ,000 9,485 ,078 ,000 8,514,830 ,000 


Recovery likely to require parliamentary 


appropriations— 
Canadian Broadcasting Corporation. . 111,005, 000 112,005 , 000 92,370,000 
National Capital Commission—Green- 

ELE] 3 cong ae RR aap i ae Re ee 38 , 081 , 000 37,447 , 000 37,695,000 
Canadian Corporation for the 1967 
Wong exmbiond a. Putha gle — “sae 122,900, 000 


149,086 ,000 149,452,000 252 , 965 ,000 


$ 10,755,254,000  $ 9,634,530,000  $ 8,767,795,000 


The total of $10,755,254,000, an increase of $1,120,724,000 over the previous year, 
does not represent the total equity of Canada in its Crown corporations at March 31, 
1971. This equity in fact amounted to $12,442,727,000, as shown by their individual 
financial statements published in Volume III of the Public Accounts and as summa- 
rized on page 11.19 of Volume I of the Public Accounts. The principal reason for this 
is that the accounts of Canada are maintained on a modified cash basis which does 
not provide for recording as assets such items as surpluses of Crown corporations or 
the cost of certain capital assets which have been charged to expenditure. In no sense 
does the Statement of Assets and Liabilities of the Government of Canada purport 
to be a consolidation including the accounts of its wholly-owned corporations. The 
corporations maintain their individual accounts on the accrual accounting basis 
followed in commercial practice and a number have fiscal years conforming to the 
cycle of their individual operations rather than the April 1 to March 31 fiscal year. 


Advances to Central Mortgage and Housing Corporation, made pursuant to the 
National Housing Act, R.S., c. N-10, increased by $596 million during the year due 
to further advances of: $609 million for loans in respect of public housing, less 
repayments of $129 million; $61 million for student housing, less repayments of $2 
million; $60 million for municipal sewage treatment projects, less repayments of $11 
million; and $9 million for urban renewal, less repayments of $500,000. 
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The total for the Canadian National Railways increased by $204 million due 
to: 


(a) further investment in 4% preferred stock of the Company pursuant to section 6 of 
the Canadian National Railways Capital Revision Act, R.S., 1952, c. 311, continued 
by the Canadian National Railways Financing and Guarantee Act, 1969, 1969-70, 
c. 8, and the Canadian National Railways Financing and Guarantee Act, 1970, 
LO OPES T CCE RE STE Chk LOTTR 6 6 eT OO NEL cc BONS LEE Co Me ORE eRe $ 33,442,000 


(b) further advances under the authority of— 


Canadian National Railways Financing and Guarantee Act, 1941, 1940-41, c. 1 2\ 


Canadian National Railways Financing and Guarantee Act, 1942, 1942-43, c. 22 { m5 eos ee 
Canadian National Railways Refunding Act, 1955, 1955, c. 31. ..........005- 40,000,000 
Canadian National Railways Financing and Guarantee Act, 1969, 1969-70, c. 3, 
Sectioni7-—loans tom Canana “0. sein Pen, PR nS Sas Es ee ee 47,000,000 
Canadian National Railways Financing and Guarantee Act, 1970, 1970-71-72, 
Cig? 
NecblOl 7—1OaNS FO Alr GANAS. sc ci8s,« ciewle ntelele epusieiistn ca-4 e secpake ARR ees 70,000,000 
ection 11——temporary financing of CUNURe eit seine tite pee eee ee 20,000,000 
Section 12—temporary financing of Air Canada................0 cece ee eee 1,072,000 
220,997,000 
Less: Repayment of advances made in the previous year for temporary financing. 16,571,000 


er 


$ 204,426,000 


The advances to the Farm Credit Corporation increased by $49 million during 
the year due to further loans of $111 million, less repayments of $63.5 million, and 
$1.5 million paid to the Corporation under section 12 of the Farm Credit Act, B.S., 
c. F-2, as additional capital. 


The amount shown for The St. Lawrence Seaway Authority increased by $56 
million during the year due to additional loans of $44 million and a net increase of 
$12 million in deferred interest. Included in loans to the Authority are interest-free 
loans of $75 million for the Welland Canal. 


Loans to Atomic Energy of Canada Limited increased by $161 million during 
the year due mainly to further advances made for the construction of: Nelson River 
transmission line, $51 million; Bruce heavy water plant, $50 million; Pickering 
nuclear power station, $28 million; Gentilly nuclear power station, $19 million; and 
Bruce auxiliary steam plant, $12 million. 


The investment in, and loans to, the Export Development Corporation 
increased by $81 million during the year. This change reflects net advances to enable 
the Corporation to provide long-term financing of export sales, $71 million, the 
purchase of additional stock in the Corporation, $5 million, and payment of capital 
surplus of $5 million to the Corporation as required by section 11(8) of the Export 
Development Act, R.S., c. E-18. 
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Loans to the National Harbours Board increased by $4.5 million during the year 
due to advances of $2.5 million for Halifax Harbour and a further advance of $2 
million for Vancouver Harbour authorized by Transport Vote L80, Appropriation 
Act No. 3, 1970, 1969-70, c.46. 


The amount shown for Eldorado Nuclear Limited increased by $9.8 million 
during the year due to further advances of $13 million authorized by Energy, Mines 
and Resources Vote L75, Appropriation Act No. 3, 1970, and repayments of $3.2 
million. 


During the year Northern Transportation Company Limited obtained further 
advances of $8.1 million authorized by Indian Affairs and Northern Development 
Vote L85, Appropriation Act No. 3, 1970 and repaid $2 million. The loans were made 
to finance the acquisition of transportation facilities for use on the Mackenzie River 
and Central Arctic coast. | 


Loans of $5.9 million were made to the Freshwater Fish Marketing Corporation 
during the year under authority of section 17 of the Freshwater Fish Marketing Act, 
R.S., c. F-13, as amended by Fisheries and Forestry Vote L20a, Appropriation Act 
No. 4, 1970, 1970-71-72, c.4. Repayments totalled $3.3 million. 


The financing of the capital requirements of the Canadian Broadcasting Corpo- 
ration was partially by means of loans. Additional loans provided by Vote L145, 
Appropriation Act No. 3, 1969, 1968-69, c.36, totalled $5.3 million. Repayments 
during the year amounted to $6.3 million. Repayment of the loans of $111 million 
outstanding at March 31, 1971 will involve parliamentary appropriations over a 
period of years. 


VETERANS’ LAND ACT FUND. The increase of $22 million in the Fund during the 
year was mainly due to additional advances of $50 million for the purchase of 
property, less repayments of $27 million. 


LOANS TO PROVINCIAL GOVERNMENTS. These loans at March 31, 1971, with the 
comparable balances at the close of the two previous years, were: 


March 31,1971 March31,1970 March31, 1969 


NewioundianGrs 4 oye ae Baal 4s) 3 bree ek Ae. “eee $ 99,332,000 $ 74,093,000 $ 46,600,000 
INGVA SCOLIB ES a) Sn ce, SANS eee a Neh!) 75540992000 62,817,000 47,462,000 
CVUCDEC RTA Pies A. Is «hacen as eed 72,252,000 71,549, 000 73,460,000 
New FE runiewicled op tt eek Signe stevie: 70,444,000 62,825,000 56,527,000 
Saskatchewan. Cloak eee, Seer Pe laan 21,806,000 22,365, 000 23,592,000 
Macwobat hee ee re Oe Eee abel eee 7,420,000 13,823,000 9,675,000 
Britigh-Columnbiaee sy et OF wahue tA 6,595, 000 7,557,000 8,503,000 
RIDeTIRI RRO UE a0 AS OE tL BRO . 4,225,000 4,041,000 4,509 , 000 


Princes Faward island, . Gia. Late iat aa. 2,076,000 579,000 — 


$ 359,949,000 $ 319,649,000 $ 270,328,000 
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The following schedule shows the nature of the loans to the provincial 
governments: 
March 31,1971 March31,1970 March 31, 1969 


Advances and loans pursuant to the Atlantic Pro- 
vinces Power Development Act, &.S., c. A-17...$ 216,554,000 $ 184,939,000 $ 144,758,000 


Loans for the development of industrial infra- 


SULUCUULES ete ea Nt nae cme a Tae yee aera eA ea 48,873,000 4,615,000 — 
Quebec share re guarantee 1967 World Exhibition 
LOANS IA cet te. RN Oe os PR ANE 5 ae, 38 , 903 , 000 57,945, 000 60,491,000 


Treasury bill indebtedness of the Governments of 
the Western Provinces pursuant to the provisions 
of the Western Provinces Treasury -Bills and 


Natural Resources Settlement Act, 1947, c.77.. 24,477,000 27,877,000 31,233,000 
Saskatchewan—re South Saskatchewan River Pro- 

TORT hers be ea kaa eee ete nen Greg tye tt pn ade 12,337,000 12,337,000 12,337,000 
Special program—loans to assist in the creation of 

EMDIOVINENC es ote MOLE oa eee eee eee 12,000, 000 — — 
Overpayments to provinces arising from the Federal- 

Provincial Fiscal Arrangements Act, R.S., c. F-6 2,949,000 13,197,000 — 
Overpayments to provinces arising from the Federal- 

Provincial Fiscal Arrangements Act, 1960-61, c. 58 — 14,402,000 19,606, 000 
Others .tecurls tavtee emery edd SL Bae 3,856,000 4,337,000 1,903 , 000 


$ 359,949,000 $ 319,649,000 $ 270,328,000 


Advances and loans to the provinces pursuant to the Atlantic Provinces Power 
Development Act increased by $31 million over the preceding year due to further 
advances of $26 million under the authority of Regional Economic Expansion Vote 
L15, Appropriation Act No. 3, 1970, 1969-70, c.46, and accrued interest of $7 million 
on completed projects, less repayments of $2 million. 


Loans for the development of industrial infrastructures increased by $44 million 
during the year which included advances of $42 million provided by Regional 
Economic Expansion Vote L25, Appropriation Act No. 3, 1970, and Vote L25a, 
Appropriation Act No. 4, 1970, 1970-71-72, c.4. The term infrastructure in this context 
means a sound foundation for long-term economic growth. 


Loans of $12 million were made during the year under the authority of Finance 
Vote L138c, Appropriation Act No. 1, 1971, 1970-71-72, c.25, for the purpose of 
assisting 1n the creation of employment. 


MUNICIPAL DEVELOPMENT AND LOAN BOARD. Advances were made pursuant to the 
Municipal Development and Loan Act, 1963, c.13, to provide financial assistance to 
augment or accelerate municipal capital works programs. The programs have all 
been completed. The loans are secured by municipal and provincial debentures 
payable over the useful life of the project, up to a maximum of 50 years. The 
majority of the loans are for terms of from 20 to 30 years. 
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MISCELLANEOUS. The balances included under this heading at March 31, 1971, 
with the comparable balances at the close of the two previous years, were: 


March 31,1971 March31,1970 March 31, 1969 


Ae DOEE CAULEY LOUIS care ous one ce a ane oe ole $ 46,331,000 $ 5,126,000 $ — 
Manufacturers of automotive products in Canada. 40,262,000 33,752,000 21,644,000 
Government of the Northwest Territories........ 30, 027 , 000 20,917,000 16,810,000 
Government of the Yukon Territory............. 25,391,000 20,496 , 000 15,308 ,000 
Housing projects for the Canadian Forces........ 21,129,000 21,393,000 21,660,000 
Manufacturers—defence plant modernization..... 20,768,000 18,341,000 14,643,000 
Investment in shares of Panarctic Oils Ltd........ 20, 284 , 000 13,534,000 _- 
aOtaNTONITCAI Me rena crit soy peo cats 13,512,000 14,082,000 — 
Loans for the construction and acquisition of ferry 

vessels and related equipment................. 13,306, 000 5,722,000 4,036,000 
Government equity in agency account of Crown 

Assets Disposal Corporation. ..............04. 12,581,000 9,181,000 7,761,000 
Hydro Quebec Research Institute............... 10,900,000 — — 
Investment in shares of Telesat Canada.......... 10,000,000 — — 
ASRIGBOG DACsAge SCHEME. isi cis ss dc sige’ 6,922,000 9 , 227 ,000 11,974,000 
Loans for Indian economic development.......... 6,167,000 4,154,000 
0) Ee ee Gee ee ene eee 42 ,686 , 000 46,116,000 28,072,000 


$ 320,266,000 $ 222,041,000 $ 141,908,000 


The amount shown for airport capital loans represents capital expenditure at 
Montreal and Toronto International Airports originally authorized by Transport 
Vote L165, Appropriation Act No. 3, 1969, 1968-69, c.86. Additional loans of $41 
million were made during the year. 


The amount shown for loans for the construction and acquisition of ferry vessels 
and related equipment represents capital expenditure on ferry vessels originally 
authorized by Transport Vote L107b, Appropriation Act No. 1, 1969, 1968-69, c.23, 
less amounts amortized as ferry operating costs. 


Loans totalling $10.9 million provided by Energy, Mines and Resources Vote 
L10, Appropriation Act No. 3, 1970, 1969-70, c.46, and Vote L10a, Appropriation Act 
No. 4, 1970, 1970-71-72, c.4, were made to the Hydro Quebec Research Institute to 
assist in the financing of the construction of laboratories. These loans are guaran- 
teed by the Province of Quebec. 


The amount of $10 million for Telesat Canada is the cost of Canada’s invest- 
ment in the capital stock of that Company. Section 38 of the Telesat Canada Act, 
R.S., c. T-4, provides that the Minister of Finance, with the approval of the 
Governor in Council, may subscribe for, acquire and hold common shares of the 
Company for Canada up to a maximum investment of $30,000,000. The objects of 
the Company are to establish satellite telecommunication systems providing, on a 
commercial basis, telecommunication services between locations in Canada. 
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221. Advances, loans and investments—External. The balances included under 
this heading at March 31, 1971, with the comparable balances at the close of the two 
previous years, were: 


March 31, 1971 March 31, 1970 March 31, 1969 


Loans to national governments............ $ 1,406,097,000 $ 1,327,928,000 $ 1,269,213,000 
Subscriptions to capital of, and working 


capital advances and loans to, interna- 
flONAl OLLANIZAWONS hank. hos so 2 a we 275,036,000 247 , 038 , 000 216,469 , 000 


Investments in United States dollar securi- 


ties issued by other than the Government 
(8 AE TCG Cie Be te a Le IRE aE io ig ARE 25, 754,000 58,042,000 90,329,000 


$ 1,706,887,000 $ 1,633,008,000 §$ 1,576,011,000 


LOANS TO NATIONAL GOVERNMENTS. The following is a listing of the balances of 
these loans at March 31, 1971 in comparison with the balances at the close of the two 
previous years: 


March 31, 1971 March 31, 1970 March 31, 1969 


{OER rsa Bd AGT ego Coy ar ea Pe ea er ey $ 1,017,670,000 $ 1,038,081,000 $ 1,058,091,000 
EPARCO cers Seve as ants < sae ema L Gere Boas 59,150,000 67 ,600, 000 67 ,600, 000 
Netherlands .t"ae Uses eS. eects ws ake 27 , 540, 000 32,130,000 32,130,000 
Ol LIMIT Fc Mak od Oe ibrancine dk. enn nae 13,842,000 16,149,000 18,456,000 
SICDOTSY seh pe Pts sha ance tare awl eh aa arts 195 ,000 212,000 305 , 000 


1,118,397 ,000 1,154,172,000 1,176,582 ,000 


Special assistance loans to developing coun- 


tries: 
Wahid oso © ney. Pee haa cibnws & in 4 wouter 138 ,978 , 000 87,657 , 000 42,935,000 
Pakistan «Gana bok. ahh aw, eee e BLO Rol AGS | 78 , 868 , 000 43,661,000 22,672,000 
INEQETEL ren nae Si Been crttate Tae ere eer 9,941,000 7,653 , 000 5, 705 ,000 
Ceylonh Ree ad PAE teed eae 9,473,000 7,502,000 4,243,000 
TOA ged same hs po lect ER Os Re ee 6,408 , 000 5,096,000 3,247,000 
TFIGIGAG, ANG’ LODALOs < career eae ce eS 6 , 363 ,000 5,101,000 3,777,000 
Guyana Ae os enlace eran ae 5,369,000 2,782,000 2,361,000 
ColOM DIA ce pause eet tle hte bare ok, 4,616,000 564,000 a 
DBUOSlvador. ss ts ee oe 3,240,000 3,240,000 2,068 , 000 
Chive sy rl Pears eee eae ete 3,084,000 728,000 190,000 
GNI SIA ce Uae cee iru Ais ee lacs 2,888,000 2,550,000 2,043,000 
AUIS eee cies coud koe Ce eet 2,612,000 1,947,000 892,000 
East African Community............... 2,558 , 000 _ — 
HOLA Aa RASS Ra aebhe thd ee Saree thease Be 2,347,000 1,101,000 — 
COUSIN Berner mins EI SM ee, Ber ale 1,557,000 — — 
HCuUadOr A 8. 155.0 SRE Cet reek 1,214,000 1,108,000 714,000 
Wialaveta. cos ecvse Seal he aN aed eee ee 1,009 , 000 _ — 
COLHERST Fast. nth Rates eke Oo aR wee pete: 7,175,000 3,066,000 1,784,000 


287,700 ,000 173,756,000 92,631,000 


$ 1,406,097,000 $ 1,327,928,000 $ 1,269,213,000 
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The special assistance loans to developing countries increased by $114 million. 
These include loans of $40 million repayable over 40 years, following a grace period 
of 10 years from the date of execution of each agreement, which bear interest at 3/4 
of 1% per annum on the amount of the loan committed less any repayments, and 
$228 million of interest-free loans, also repayable over 40 years with a grace period 
of 10 years. 


SUBSCRIPTIONS TO CAPITAL OF, AND WORKING CAPITAL ADVANCES AND LOANS TO, 
INTERNATIONAL ORGANIZATIONS (exclusive of the International Monetary Fund). The 
following is a listing of the balances included under this heading at March 31, 1971 
in comparison with the balances at the close of the two previous years: 


March 31,1971 March31,1970 March31, 1969 


Subscriptions to capital— 


International Development Association........ $ 164,717,000 $ 139,803,000 $ 112,776,000 
International Bank for Reconstruction and De- 

VEIODIMENG Cree oe eB ee  oas OPM ETE DEO e ss 0 8 85,024, 000 85,024,000 85,024,000 
Asian Development Bank.................00. 13,358,000 10,811,000 8,108,000 
International Finance Corporation............. 3,522,000 3,522,000 3,522,000 
Caribbean Development Bank................ 1,820,000 1,081,000 — 


268 , 441 ,000 240, 241,000 209 , 480 ,000 


Working capital advances and loans............. 6,595,000 6,797,000 7,039,000 


—<—<$— 


$ 275,036,000 $ 247,038,000 $ 216,469,000 


Canada’s subscription to the capital of the International Development Associa- 
tion increased by $25 million during the year. This increase comprises a further 
contribution of $27 million to the capital of the Association as authorized by Vote 
L28, Appropriation Act No. 4, 1968, 1968-69, c.11, less a payment of $2 million 
received from the Association to adjust for the increase in the value of the Canadian 
dollar. 


Canada also paid further instalments of $2.5 million on its subscription to shares 
in the Asian Development Bank as authorized by Vote L23b, Appropriation Act No. 
9, 1966, 1966-67, c.55, and $739,000 on its subscription to shares in the Caribbean 
Development Bank as authorized by Vote L36a, Appropriation Act No. 4, 1969, 
1969-70, c.2. 


INVESTMENTS IN UNITED STATES DOLLAR SECURITIES ISSUED BY OTHER THAN THE 
GOVERNMENT OF CANADA. These holdings consist of $26 million of special United 
States of America securities maturing on November 1, 1971 which were acquired 
under the authority of Order in Couneil P.C. 1964-1427 of September 10, 1964, 
pursuant to Vote L17a, Appropriation Act No. 7, 1964, 1964-65, c.20, which provided 
for their purchase out of United States dollars paid to Canada pursuant to the 
Treaty between Canada and the United States of America relating to co-operative 
development of the water resources of the Columbia River Basin. 
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222. Securities held in trust. The amount of $124,491,000 at March 31, 1971 
represents securities held for the following accounts: guarantee deposits 1n respect of 
oil and gas permits, and mineral and timber rights, $111,305,000; guarantee deposits 
in respect of customs duties and excise taxes, $4,527,000; deposits in respect of tax on 
recaptured capital cost allowances on commercial and fishing vessels, $3,124,000; 
contractors’ securities, $1,914,000; and other, $3,621,000. 


223. Deferred charges. The balances included under this heading at March 31, 
1971, with the comparable balances at the close of the two previous years, were: 


March 31,1971 March31,1970 March31, 1969 


Unamortized portions of actuarial deficiencies— 


Public Service Superannuation Account........ $ 311,197,000 $ 283,708,000 $ 186,487,000 
Canadian Forces Superannuation Account...... 227 , 240,000 254, 806 , 000 242,691,000 
Royal Canadian Mounted Police Superannuation 

COOLING sre aaa eite dsc hiircl, ee Siena aes 6 30,005,000 29 , 283,000 20,720,000 


568 ,442,000 567 , 797 ,000 449 ,898 ,000 
Unamortized loan flotation costS.............48- 175,144,000 182,799 , 000 163 , 458 , 000 


$ 743,586,000 $ 750,596,000 $ 613,356,000 


) 


The relative superannuation statutes provide that actuarial deficiencies result- 
ing from salary revisions and periodical valuations of the Superannuation Accounts 
be charged to expenditure in five equal annual instalments. The item ‘“‘Unamortized 
portions of actuarial deficiencies’ represents the portions of the actuarial deficien- 
cies to be charged to expenditure in subsequent fiscal years. During the year $284 
million was charged to these accounts as a result of salary revisions. Credits 
representing those portions of the actuarial deficiencies charged to expenditure in 
the year amounted to $283 million. 

The item ‘“‘Unamortized loan flotation costs” represents the unamortized por- 
tion of discounts and commissions paid on the flotation of loans. These costs are 
amortized, in the case of general loans, over the period from the date of issue to the 
earliest call date, 1f one is specified, otherwise to the maturity date of the loan, and 
in the case of Canada Savings Bonds over a period of five years from the date of 
issue. 


224. Inactive loans and investments. The $94,824,000 shown for this item, which 
has remained unchanged for many years, comprises the following balances: 


Loan to China in 1946 under the Export Credits Insurance Act, R.S., 1952, c. 105..... $ 49,426,000 
Loans to Roumania in 1919 for the purchase of goods produced in Canada........... 24 , 329 , 000 
Payments to chartered banks in the years 1951-52 to 1960-61 in implementation of 

guarantee, given under the Export Credits Insurance Act, of loans by the banks to 

Ming Sung Industrial Company Limited (carrying prior guarantee by the Government 


ORONO SA Secs ed co Fe PI opt Ae OA FEE PR 14,470,000 
Loans to Greece in 1919 for the purchase of goods produced in Canada............... 6,525 , 000 
Loan to Province of Saskatchewan in 1908 for the purchase of seed grain (most recent 

payment received in 1959-60)... 5, A os. ss Oe a eet oe us cba een ee Gee 74,000 


$ 94,824,000 


SUMMARY OF ASSETS AND LIABILITIES 165 
Lnabilitres 
225. The following table shows the liabilities at March 31, 1971, by main 


headings in the Statement of Assets and Liabilities, and the corresponding balances 
at the close of the two previous years: 


March 31, 1971 March 31, 1970 March 31, 1969 


Current and demand liabilities......... $ 2,135,192,000 $ 1,808,811,000 $ 1,667,087,000 
Foreign exchange reserve accounts...... 888 , 424 , 000 498 , 400, 000 552,000, 000 
Deposit and trust accounts............ 439 , 184,000 491,882,000 511,843 , 000 


12, 184,505,000 10,520, 063,000 


Annuity, insurance and pension accounts 13,802,680,000 
Undisbursed balances of appropriations 


eto special accountsel me 224 fife. . 2. 266 , 598 , 000 273 , 398 , 000 235 , 508 , 000 
Refundable corporation tax............ 3,065, 000 38, 148,000 140,806, 000 
Provision for compound interest on 

Canada Savings Bonds.............. 18 , 582,000 20,301,000 12,421,000 
PDOPOELO CTCONG Acie eh cn Ae ai es abeca, 216,814,000 192,928,000 174,326,000 
DUSPONSEIACCOUNISH A cy Sele EL 4,130,000 4,584,000 4,249 ,000 


22,100,958, 000 


Wemiatttred debbie 6.4 8 Ace ed sso sec 25,201,156,000 22,637, 140,000 


$ 42,975,825, 000 


$ 38,150,097, 000 


$ 35,919,261, 000 


226. Current and demand liabilities. The balances comprising this item in the 
Statement at March 31, 1971, in comparison with the balances at the close of the two 
previous years, were : | 

March 31, 1971 


March 31, 1970 March 31, 1969 


Chitstanding cheques... wale 400 + seme or $ 630,333,000 515,880,000 502,541,000 
PECOUDIE DAVADIC. 3 fia. ave nese beet eas 582,301,000 602,615,000 470,162,000 
Interest accruedss sails o. sate. Pee YS eee + 495 ,601 , 000 434,023,000 399 , 433, 000 
LtGreRi ce a. oh 2 eer sar kA Sh no as 325 ,577 , 000 161,642,000 162,915,000 
Outstanding post office money orders...... 34, 230,000 34,539,000 34,939,000 
DIBTUSCU CDE. )h Lin taser aala <td x Ws bines ubates 32,729,000 21,224,000 39,708 , 000 
Salaries and wages accrued............... 14, 287,000 8,970,000 — 
Non-interest-bearing notes payable to inter- 

DAonAL OTGANiZANONS cass. 0 <0; owe gent 7,049 , 000 15,065,000 49 , 008 , 000 
7 A ETE eh et Ear ah a AOE EO Tee teeta 13,085,000 


— 


14,853,000 


8,381,000 


$ 2,135,192,000 $ 1,808,811,000 $ 1,667,087,000 


The amount shown for ‘“‘Accounts payable”’ is the total of charges pertaining to 
the year for which cheques were issued in April of the following fiscal year. 


The non-interest-bearing notes represent those portions of Canada’s subscrip- 
tions to the capital of certain international agencies which are not covered by cash 
or gold. At March 31, 1971, $6.6 million was payable to the Asian Development Bank 
and $400,000 to the Caribbean Development Bank. 
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227. Foreign exchange reserve accounts. The balances included under this head- 
ing at March 31, 1971, with the comparable balances at the close of the two previous 
years, were: | 


March 31,1971 March31,1970 March 31, 1969 


Non-interest-bearing notes payable to the Inter- 


nationaliMonetaty sundas...%. yes dee ees $ 635,000,000 $ 364,000,000 $ 552,000,000 
Allocation of special drawing rights in the Inter- 


National Monetary BUNGT Sy otc e se coe eae he eS 253 , 424, 000 134,400, 000 — 


$ 888,424,000 $ 498,400,000 $ 552,000,000 


The non-interest-bearing notes represent that portion of Canada’s subscription 
to the capital of the International Monetary Fund which is not covered by cash or 
gold. 


The liability in respect of the allocation of special drawing rights in the 
International Monetary Fund represents the obligation arising from Canada’s 


participation in the Special Drawing Account. Special drawing rights are held by the 
Exchange Fund Account and form part of Canada’s exchange reserves. 


228. Deposit and trust accounts. The following is a summary of the balances 
included in this item at March 31, 1971, in comparison with the balances at the close 
of the two previous years: 


March 31,1971 March31,1970 March31, 1969 


CIATANLCe CODOSIIS. 2 at, aa naar 2 te cine is wera $ 120,860,000 $ 109,090,000 $ 105,252,000 
Provincial tax collection agreements............. 86,618,000 174,281,000 171,419,000 
Deposits by Crown corporations................. 81,755,000 58 , 817,000 63 , 547,000 
Poditan trust f0nGes 15 ok oe Pica is re ee Pigs 33 , 569 , 000 34,001,000 34,274,000 
Instalment purchase of bonds by public service em- 

DOVER tule ea a rca Me acdal « sine enamel ae 17,692,000 17,403 , 000 15,599 , 000 
CONtrAClOrs \HOlUDACKS. <4... co snare ke occa states 15,933 , 000 16,127,000 13,373,000 
Prairie Farm Emergency Fund.................. 15,183,000 16,088 , 000 14,543,000 
Canadian Pension Commission (Administration 

PU LUT Deeb er eo v aye Res bis OE el en EG She 13,257 ,000 13,472,000 17,204,000 
Veterans care-trost fund. <ccesus an > Shanice oho es 9,832 ,000 9,154,000 4,602,000 
Veterans’ Land Act trust account............... 4,625,000 5,063, 000 7,864,000 
ATM Y Benevolent: Mund og 40 oie sie eo acu aes 4,191,000 4,476,000 4,746,000 
Post ‘Office Savings Bank. 1532.4 $22. cows aelaeen 3,675,000 3,944,000 7,805,000 
Deposits respecting capital *cost allowances on 

commercial and fishing vessels..............-- 3,415,000 3,151,000 8,221,000 
Permanent services deferred pay..............-- 3,134,000 2,966,000 2,950,000 
Contractors’ security deposits...............006- 3,015,000 2,343 , 000 3,313,000 


MSU OR a uk eke cette ee A GUmae tations nls ate ae 22,430,000 21,506,000 37,131,000 


$ 439,184,000 $ 491,882,000 $ 511,843,000 


———S 
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The $120,860,000 shown for guarantee deposits is largely cash and securities 
deposited with the departments as guarantees in respect of oil and gas permits, 
mineral and timber rights, and for payment of customs duties and excise taxes. The 
securities held are recorded as assets in the contra account “Securities held in trust”’. 


The Federal Government collects provincial income taxes from persons on 
behalf of all provinces except Quebec and from corporations on behalf of all 
provinces except Ontario and Quebec. At March 31, 1971 collections had exceeded 
remittances by $86,618,000. 


Deposits by Crown corporations at March 31, 1971 comprised: Export Develop- 
ment Corporation, $33,975,000; National Harbours Board, $23,956,000; Canadian 
Dairy Commission, $19,734,000; Royal Canadian Mint, $1,995,000; Atomic Energy 
of Canada Limited, $1,500,000; Crown Assets Disposal Corporation, $500,000; and 
Canadian National (West Indies) Steamships, Limited, $95,000. 


The Prairie Farm Assistance Act, R.S., c. P-16, imposes a levy of 1% on the 
price of grain purchased by licensees under the Canada Grain Act, R.S., c. G-16, and 
the moneys collected are credited to the Prairie Farm Emergency Fund. Awards are 
made to eligible farmers in areas affected by crop failures in the Provinces of 
Manitoba, Saskatchewan and Alberta and in the Peace River District of British 
Columbia. During 1970-71 credits to the Fund totalled $6.5 million while awards 
totalled $7.4 million, resulting in a deficit for the year of $900,000. 


The Canadian Pension Commission (Administration trust fund) account com- 
prises pension payments administered by the Canadian Pension Commission, con- 
tributions received by the Commission to assist pensioners or their dependants, and 
detention allowances for Canadian seamen. 


The Veterans care trust fund contains assigned pension moneys and other 
income of veterans who are receiving domiciliary care and treatment. Disbursements 
are made on behalf of the individual veterans in accordance with regulations 
approved by the Governor in Council. 


The Veterans’ Land Act trust account is the repository of advance payments by 
veterans in connection with the purchase of land, payment of taxes, insurance, etc., 
and of proceeds of insurance claims to be used for the repair of fire damage. 


Under the provisions of the Income Tax Act, R.S. 1952, c. 148, an owner of a 
vessel, at the time of its disposal, may deposit with the Department of Industry, 
Trade and Commerce an amount at least equal to the tax that would otherwise be 
payable in respect of the proceeds of disposition. Such a deposit may be paid out to 
any person who, before 1974, acquires a vessel constructed in Canada or incurs 
conversion costs in Canada with respect to a vessel, under conditions satisfactory to 
the Minister of Industry, Trade and Commerce. During the year new deposits of $4.7 
million were credited to the account. 

The $22,430,000 shown for ‘‘Other” balances at March 31, 1971 is the total of 77 
balances including: Common school funds, $2,678,000; Immigration guarantee fund, 
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$2,228,000; National Research Council of Canada special fund, $2,076,000; Emer- 
gency gold mining assistance holdbacks, $1,520,000; and World War II claims fund, 
$1,280,000. 


229. Annuity, insurance and pension accounts. The balances included under this 
heading at March 31, 1971, with comparable figures at the close of the two previous 
years, were: 


March 31, 1971 March 31, 1970 March 31, 1969 


Superannuation accounts— 


PUI SOLVOO ric cs ee ees aitay echt aie ac 2 $ 3,990,007,000 $ 38,599,428,000 $ 3,178,377,000 
Cans dian Norces/.. Gk eae ie hoe 3,570, 639,000 3, 306 , 389 , 000 3, 023,617,000 
Royal Canadian Mounted Police..... 199,717,000 165,765,000 130,811,000 

7,760,863 ,000 7,071, 582,000 6,332,805 ,000 


Social security accounts— 


Canada Pension Plan Account....... 3, 843,577,000 2,932,258 , 000 2,107,758 ,000 
Old Age Security Fund............. 728 , 422,000 721,398 , 000 620,892,000 
Unemployment Insurance Fund...... 25 , 056 , 000 11,775,000 12,077,000 
4,697 ,0565 ,000 3,665 , 431,000 2,740,727 ,000 

Government Annuities Account........ 1,313, 779,000 1,321,080,000 1,324, 635,000 


0150) ed AUIS Sere alae Se NIG 8 OR Rs aa 131,483,000 126,412,000 121,896,000 


— 


$ 13,802,680,000 $ 12,184,505,000 $ 10,520,063,000 


The amount of $25,056,000 shown for the Unemployment Insurance Fund 
represents only the cash portion of that Fund which amounted to $323,637,000 at 
March 31, 1971. The remainder of the Fund which 1s not included in the Statement 
of Assets and Liabilities of Canada is invested in non-negotiable Canada bonds. 


Summaries of the transactions during the past three years in the other accounts 
follow: 


PUBLIC SERVICE SUPERANNUATION ACCOUNT 
Year ended March 31 


1971 1970 1969 


Balance at beginning of year.............. $ 3,599,428,000 $ 3,178,377,000 $ 2,875,823,000 
Add: 
Actuarial adjustments—contra—‘‘defer- 
red charges’”’ account, re: 
DAY IOCheSsGda diy is fo. oe ke se os 161,800,000 163 , 900, 000 121,000,000 
deficit at December 31,.1967........ a 51,194,000 ae 
Intoneshcce avstaattscrente tel netes «debee 147,694,000 130,993 , 000 117,950,000 
Contributions by participants........... 95,488,000 90,987,000 77,473,000 
Contributions by the Government....... 92,133,000 78 , 835 , 000 70, 853 , 000 
Ener eredits. 2. . 5 aeacien kos ds be oe 1,129,000 1,023 ,000 2,242,000 


498 , 244,000 516,932,000 389,518,000 


4,097,672, 000 3,695,309, 000 3,265,341, 000 
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Year ended March 31 


1971 1970 1969 
Deduct: 
AMNINGY DAVMONTS. Awe oo) okey. Pee Bete $ 94,800,000 § 83,326,000 $ 74,683 ,000 
Termination allowances and return of con- 
SEIDULIONS... ergy aR sos a se ss Ais PRG 11,820,000 10,525,000 10,275,000 
ier, COATCOS: Pitt Bes. s or cae ds ne 1,545,000 2,030,000 2,006,000 
107 ,665 ,000 96 ,881 ,000 86 , 964,000 


balance atvend-of cvoarias .n.4% -6 2.4 02% $ 3,990,007 ,000 


$ 3,599,428 , 000 


$ 3,178,377,000 


CANADIAN FORCES SUPERANNUATION ACCOUNT 


Year ended March 31 


1971 1970 1969 
Balance at beginning of year.............. $ 3,306,389,000 $ 3,023,617,000 $ 2,723,268,000 
Add: 
Teresina. Be... DU nd Te os TD, 135, 639 , 000 124 , 396,000 112,169,000 
Actuarial adjustments—contra— 
“deferred charges’’ account, re: 
ey, macreases> ad Jee 107,500,000 129,000,000 121,900,000 
deficit at December 31, 1965.......... — — 37,700,000 
Contributions by the Government....... 70,407, 000 65, 566 , 000 56,982,000 
Contributions by participants........... 39,178,000 38 , 724, 000 33, 889 , 000 
Othemerediter... Aoerrerer rer eert «. cers 1,000 4,000 8,000 
362,726 ,000 357 ,690 ,000 


3,659,114, 000 


3,381,307, 000 


362,648 ,000 


3,085,916, 000 


Deduct: 
PACUIT oS DAVINGM GG: baleiueill a sus oy AOD 82,051,000 67 ,426 ,000 55, 202,000 
Termination allowances and return of con- 
Pribuioue se. .. tee ee ee. 6,277,000 7,427,000 6,983, 000 
(tier COarles? ,....5 1 PO Ree 5. LLG 147 ,000 65 , 000 114,000 
88 , 475,000 74,918,000 62,299,000 
Balance at end of year.........0...5+++-- $ 3,570,639,000 $ 3,306,389,000 $ 3,023,617,000 


ROYAL CANADIAN MOUNTED POLICE SUPERANNUATION ACCOUNT 


Year ended March 31 


1971 1970 1969 
Balance at beginning of year.................... $ 165,765,000 $ 180,811,000 $ 104,724,000 
Add: 
Actuarial adjustments—contra—‘“‘deferred 
charges’ account, re: pay increases.......... 14,200,000 19,200,000 12,740,000 
Contributions by the Government............. 9,115,000 7,372,000 6,551, 000 
VterGete hee sk Chee RT ee ae Pea ee 6,908, 000 5,455,000 4,495,000 
Contributions by participants..........0.....: 5,211,000 4,196,000 3,358, 000 
Contributions by Newfoundland.............. 17,000 17,000 17,000 
ECP CL CUIES (soon ree eee oe ics cee Oa ees oe 26, 000 30,000 28 , 000 
36 , 477 ,000 36,270,000 27 , 189,000 


201, 242,000 


167,081,000 


131,913,000 


169 
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Year ended March 31 


1971 
Deduct: 
PATINUILY, DAVINCHLS ci. G rc ees keke seek ote ee $ 1,260,000 
Termination allowances and return of contribu- 
BOLI ESE EY cities Siete ere 250,000 
ChGEr CHAT OOS sa occ ne etl.) 2 sous eater Rers ore 15,000 
1,525,000 


$ 199,717,000 


CANADA PENSION PLAN ACCOUNT 


1970 


—— 


$ 996 , 000 


304, 000 
16, 000 
1,316,000 


$ 165,765,000 


1969 


$ 881,000 


210,000 
11,000 
1,102,000 


$ 130,811,000 


Year ended March 31 


1971 1970 1969 
Balance at beginning of year.............. $ 2,932,258,000 $ 2,107,758,000 $ 1,352,754,000 
Ada: 
Contributions from employers and em- 
CO. A eS So RS 812,867,000 745 , 646 ,000 697 , 626 , 000 
EN GET) SR a 0 ae eS Dae MF 206 , 646 ,000 143 , 508 , 000 86,810,000 
Otiier Gredlis.. > ahem seed ks 6S aes See 549 ,000 404 ,000 590 , 000 
1,020,062 , O00 &89 , 558 ,000 786 ,026 , 000 
3, 952,320,000 2,997 , 316,000 2,1387,780,000 
Deduct: 
Berehtipayments iss)... os 2 89 , 236 ,000 47 ,346 ,000 15,567,000 
Administrative expense..............-- 19, 507,000 17,712,000 14,455,000 
108 , 743,000 65 ,0&8 , O00 380,022,000 
Balance at end of year.............e.008: $ 3,843,577,000 $$ 2,9382,258,000 $ 2,107,758,000 
OLD AGE SECURITY FUND 
Year ended March 31 
1971 1970 1969 
Collection of tax— 
i SAIC Ea aL aye ra lak Saal eave tan, Sere $ 573,849,000 $ 577,441,000 $ 528,122,000 
On: personal Incomes... 6205.05... sass es 1,132,500 ,000 1,026, 500,000 915,000,000 
On corporation incomes...............-. 207 , 900 ,000 227 , 100,000 183,000,000 
1,914, 249,000 1,831,041 ,000 1,626, 122,000 


Payment of pensions under the Old Age 


Pecutity Ach: yk, abodes. «ode ee 1,907 , 225,000 
Surpitie forthe yeaks (.rscehurad. dee Te: 7,024,000 


Preceding year’s surplus brought forward. . 721,398,000 


MUTPINE SEED Ol Calc uansceus sf eenenee $ 728,422,000 $ 


1,730,535 ,000 


100, 506 , 000 
620 , 892 ,000 


721,398,000 


1,541,319,000 


84, 803,000 
536 ,089 , 000 


$ 620,892,000 


SUMMARY OF ASSETS AND LIABILITIES 171 


GOVERNMENT ANNUITIES ACCOUNT 
Year ended March 31 


1971 1970 1969 
Balance at beginning of year.............. $ 1,321,080,000 $ 1,324,635,000 $ 1,326,098,000 
Add: 
UTCEE SY 9 22) oR pag eae Ee EAN Ree RR a IO NTR A 51,051,000 51,092,000 51,048,000 
MP PODIIULIS Nese hte a erode edn nieve ear a 11,066,000 12,896,000 14,915,000 
pundry adjustments. . 0.2... cee ee ees 29 ,000 26 , 000 18,000 
62,146,000 64,014,000 65,981,000 
1,383 , 226,000 1,388,649 ,000 1,392,079 ,000 
Deduct: 
Vested annuity and commuted value pay- 
ments and refundss. 2... . seui.w ee. . 68 , 690 , 000 67,167,000 66 , 643 , 000 
Transfer to revenue of the excess over 
actuarial value of outstanding contracts 757 ,000 402 ,000 801,000 
69,447,000 67,569,000 67,444,000 
Balance at end of year...............005. $ 1,313,779,000 $ 1,321,080,000 $ 1,324,635,000 


The following is a listing of the major items included in “Other” annuity, 
insurance and pension accounts at March 31, 1971 in comparison with the balances at 
the close of the two previous years: 


March 31, 1971 March 31, 1970 ‘March 31, 1969 


Veteraie INsirance Mind) 218.4. 8.5 te ee es. $ 32,685,000 $ 32,423,000 $ 382,146,000 
Civil Service Insurance Fund................... 22,499 ,000 23 ,423 ,000 23 , 814,000 
Regular Forces Death Benefit Account........... 21,460,000 20 , 696 , 000 19,611,000 
Public Service Death Benefit Account............ 21,368,000 19,048,000 16,383 ,000 
Returned Soldiers’ Insurance Fund.............. 8,968,000 9,639 ,000 10,204,000 
Royal Canadian Mounted Police (Dependants) 

Pausini wee eek oP Cae woes Oke es oes 8,494,000 8,439,000 8 , 282 ,000 
Supplementary Retirement Benefits Account...... 6, 587 ,000 = = 
Members of Parliament Retiring Allowances Ac- 

GOUNGYS Rak Wee ee Ce yo tapes, fee ey, Fe. 4,294,000 2,758,000 2,621,000 
Crop Reinsurance:Fund. 40 1.55. wel CoA 3,694,000 4,569 ,000 3, 348,000 
Plots srensioi- wunds<n Cast. Pret Lee ee 605 , 000 4,479,000 4,108,000 
PS Veet ne Ne etter hry ts ee ee 829 , 000 938 , 000 1,379,000 


$ 181,483,000 $ 126,412,000 $ 121,896,000 


The Supplementary Retirement Benefits Account was established by the Sup- 
plementary Retirement Benefits Act, R.S.(1st Supp.), c.43, to provide for increases in 
pensions related to the cost of living (but limited to 2% per annum) for members of 
the Public Service, Canadian Forces, Royal Canadian Mounted Police, Parliament, 
and others. Employees contribute an amount equal to one-half of one per cent of 
salary and the Government matches this contribution. Interest is credited to the 


Account at a rate related to the market yield of outstanding Government of Canada 
bonds having a term to maturity of five years. 
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The following is a summary of the transactions in the Members of Parliament 


Retiring Allowances Account during the past three years: 
Year ended March 31 


1971 1970 1969 
BSlANCS. AL WOPINNING. Of; VEAL. oyus os <a: detsielcne Gass 2 os $ 2,758,000 $ 2,621,000 $ 2,559,000 
Add: 
Contributions by the Government.............. tae: 1,192,000 218,000 212,000 
Contributions by participants... .).°\... - sneaker Saemee 638 ,000 235 , 000 236 , 000 
BUCEVER Ua cote. 5 ete n ee metry cod oth ace siete we Vite aie Deets RE 118,000 106 ,000 103 ,000 
1,948 ,000 559,000 551,000 
4,706,000 3,180,000 3,110,000 
Deduct: 
Annial allowances Mo esgic so eo Sees ee 397 ,000 416,000 398 ,000 
Withdrawal allowances and return of contributions. ... 15,000 6,000 91,000 
412,000 422,000 489 , O00 
Balance at end or vearise a. ccs theo se eee hon anes $ 4,294,000 $ 2,758,000 $ 2,621,000 


The Crop Reinsurance Fund was established by the Crop Insurance Act, R.S., c. 
C-36. In 1970-71 moneys amounting to $265,000 paid by two provinces under 
reinsurance agreements were credited to the Fund, and claims amounting to $1,140,- 
000 were paid to one province. 


Under authority of Part VI of the Canada Shipping Act, #.S., c. S-9, the 


pilotage authorities at Saint John, Halifax and Montreal have established pilots’ 
pension funds. Effective February 1, 1971 the balance of the Montreal Pilots’ 
Pension Fund, $4,215,000, was transferred to a trust company for administration. 


230. Undisbursed balances of appropriations to special accounts. The balances 
included under this heading at March 31, 1971, with the comparable balances at the 
close of the two previous years, were: 


March 31, 1971 March 31,1970 March 31, 1969 


Reserve for salary TEVISIONS 6.0 oy ew snes 9 Boies $ 99,213,000 §$& 64,332,000 $ 120,529,000 
International Assistance Account................ 82,599 , 000 84,942,000 86 , 386 ,000 
Reserve for wheat inventory reduction and grass- 

land incéutive payments. ) >>. 0608058. . ones 42,412,000 100 , 000 , 000 = 
Surplus Crown Assets Account—Department of 

National Defence....... a MN che centea ceva eae 22,991,000 10,769,000 13,122,000 
National Capital Fund— 

National Capital Commission..... PR Oe eee 13,500,000 11,800,000 3,750,000 
Railway Grade Crossing Fund.................. 3,373,000 - 8,225,000 
CUDGR ca, for ase taeai nee ON dg ake ccs Cee ee ee 2,510,000 1,555,000 3,496,000 


—_. 


$ 266,598,000 $ 273,398,000 $ 235,508,000 
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In 1970-71 the Reserve for salary revisions was credited with $65 million 
provided by Treasury Board Vote 5 and charged with expenditure of $30 million. 


The International Assistance Account was established under authority of Exter- 
nal Affairs Vote 33d, Appropriation Act No. 2, 1965, 1964-65, c.50. The Account 
provides for economic, technical and educational assistance to developing countries 
and special administrative and other expenses in connection therewith. In 1970-71 
the Account was credited with $65 million provided by External Affairs Vote 20 and 
charged with expenditure of $67 million. 


The Reserve for wheat inventory reduction and grassland incentive payments 
was established by Agriculture Vote 17b, Appropriation Act No. 1, 1970, 1969-70, c.24, 
to provide for payments in 1970-71 for wheat acreage reduction of $6 per acre up to a 
maximum of 1,000 acres per Canadian Wheat Board permit book-holder. Payments 
during the year totalled $58 million leaving an undisbursed balance of $42 million at 
March 31, 1971. The purposes of the reserve were extended by Agriculture Vote 15c, 
Appropriation Act No. 1, 1971, 1970-71-72, c.25, to provide for grassland incentive 
payments, in 1971-72 and subsequent years, to farmers within designated areas as 
defined by the Canadian Wheat Board Act, R.S., c. C-12. 


The Surplus Crown Assets Account—Department of National Defence was 
established by Vote 48 of Appropriation Act No. 2, 1966, 1966-67, c.3. Proceeds from 
the sale of surplus materials, supplies, equipment and, subject to annual limits up to 
1968-69, from the sale of surplus buildings, works and land are credited to the 
Account and, subject to approval of the Treasury Board, expenditure for any of the 
purposes of the Department of National Defence is charged to this Account. In 
1970-71 the Account was credited with proceeds from sales of $13 million and 
charged with expenditure of $800,000. 


The National Capital Fund was established by the National Capital Act, R.S., 
c.N-3, to finance the cost of capital projects, as approved by the Governor in 
Council, in the national capital area. In 1970-71 the Fund was credited with $17 
million provided by Regional Economic Expansion Vote 45 and $15.3 million was 
transferred to the National Capital Commission to finance the costs of approved 
projects and to repay loans from Canada for the acquisition of property. 

The Railway Grade Crossing Fund was established by section 202 of the 
Railway Act, R.S., c. R-2. The amounts credited to the Fund can be applied by the 
Canadian Transport Commission towards the cost, not including maintenance and 
operation, of work done in respect of existing crossings at rail level; of reconstruc- 
tion and improvement of grade separations; and of placing reflective markings on 
the sides of railway cars. In 1970-71 the Fund was credited with $20 million provided 
by Transport Vote 60 and charged with expenditure of $17 million. 


231. Refundable corporation tax. This account records amounts received from 
corporations and trusts as special refundable income tax computed in accordance 
with Part IID of the Income Tax Act, R.S. 1952, c. 148. This special tax applied to 
the period May 1, 1966 to October 31, 1967 and is refundable, with interest at 5% per 
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annum, from 18 to 36 months after the date of receipt. During the year $5 million, 
including interest of $4 million, was credited to this account and $40 million was 


paid out, leaving a balance of $3 million. 


232. Provision for compound interest on Canada Savings Bonds. Certain issues of 
Canada Savings Bonds provide for payment of additional interest where bondhold- 
ers do not claim interest for certain stipulated periods of time. The balance of 
$18,582,000 in the account represents the provision to March 31, 1971 for this 


additional interest. 


233. Deferred credits. The following is an analysis of this item at the close of the 


1970-71 fiscal year and the two previous years: 


March 31, 1971 


Deferred interest on loans made under The United 
Kingdom Financial Agreement Act, 1946, 1946, 


March 31, 1970 


March 31, 1969 


RY Bo | MS De) ss tO AA Ae Le SNe $ 101,077,000 $$ 101,077,000 $ 101,077,000 
Deferred interest on loans to The St. Lawrence 

Seaway Authority........... Mite otc. aeel sau e es 84,093 , 000 71,864,000 60,610,000 
Capitalized interest on loans to provincial govern- 

ments pursuant to the Atlantic Provinces Power 

Development Act, B:S., ¢. Aq17 360 o6 owes os 15,736,000 8, 843 ,000 2,745,000 
Equity in agency account of Crown Assets Disposal 

COEDGI a OL 1 acon 404 Beta phe nae OE Agere pete 12,581,000 9,181,000 7,761,000 
Other: balancest 4. sera tak os care eg re 6 oe 3,327,000 1,963 ,000 2,133,000 


$ 216,814,000 


$ 192,928,000 


$ 174,326,000 


These amounts are credited to revenue of the year in which payment Is received. 


234. Suspense accounts. With certain exceptions, these consist of balances where 
some uncertainty as to their disposition exists. The largest item is ‘‘Unclaimed 
cheques account” which totalled $1.5 million at March 31, 1971. 


235. Unmatured debt. A summary of the unmatured debt at March 31, 1971, with 
the comparable balances at the close of the two previous years, follows: 


March 31, 1971 


Bonds— 
Payable in Canadian dollars......... $ 21,129,039,000 
Payable in United States dollars...... 263 , 273 ,000 
Payable in German marks........... 73 , 844,000 


Payable in Italian lire............... — 
21 , 466,156,000 
A TRARUTY: DUISoe oe oe ee ee ee 3,735,000, 000 


$ 25,201,156,000 


March 31, 1970 


$ 19,295,185,000 
265 ,, 003, 000 
73,844,000 

108, 108,000 
19,742, 140,000 
2,895,000, 000 


$ 22,637, 140,000 


March 31, 1969 


$ 18,818,550,000 
266 , 733,000 
67,567,000 

108, 108,000 
19,260, 958,000 
2,840,000, 000 


$ 22,100,958 ,000 


The increase of $1,834 million in the bonds payable in Canadian dollars is the 
amount by which new borrowings of $4,891 million exceeded redemptions of $3,057 
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million. Canada Savings Bonds accounted for $1,226 million of the increase which 
resulted from $2,205 million of new issues and $979 million of redemptions. 


The indebtedness payable in United States dollars is expressed in Canadian 
dollars at the exchange rate of $1 US = $1.08108 Canadian. 


The official parity rate for German marks was DM3.66 = $1 US. The indebted- 
ness payable in this currency is converted to US currency at that rate and then, 


along with the indebtedness payable in United States dollars, is recorded at the rate 
of $1 US = $1.08108 Canadian. 


The treasury bills indebtedness of $3,735,uU0,000 comprises: three-month bills, 
$2,145 ,000,000 ; six-month bills, $1,115,000,000 ; and 364-day bills, $475,000,000. 


Net Debt 


236. With the Liabilities amounting to $42,975,825,000 (paragraph 225) and the 
Assets to $25,653,451,000 (paragraph 214), the Net Debt at March 31, 1971 was 
$17 ,322,374,000. The following is an analysis of the Net Debt Account for the year: 


lace A ried wlOs Ott aks aloe ey isiate.< oy oes ole aa ate $ 16,943,282 ,000 
Deficit for the year— 
EESDEMGICUIC, hice ct sects Ce Te ee a ee Tee ee ee ee $ 13,182,143,000 
BLOVEIIUG tr. ar et, Ferrets Petr tere Li na ieee ete bead ata shes Re 12,803 ,051 , 000 
ee 379,092,000 
Balancont Varchis 1071), £25 aa.s ecine's ad ok uc ie bie css a $ 17,322,374,000 


Contingent Liabilities 


237. A note on the Statement of Assets and Liabilities gives the totals of the 
several classes of contingent liabilities at the year-end and refers to page 10.82 of the 
Public Accounts (Volume I) where details are to be found. 


The following is a summary of the contingent liabilities with determinate 
amounts outstanding at March 31, 1971 in comparison with the corresponding 
amounts at the close of the two previous years: 


March 31, 1971 March 31, 1970 March 31, 1969 


Tnsured loans made by approved lenders 
under the National Housing Act, R.S., 


CS ED (DA aoe eke een OO ARG or cee gaa $ 8,051,000,000 $ 7,327,000,000 $$ 6,732,000,000 
Railway securities guaranteed as to prin- 

cipaltandtinterest:: 542... ee Feat 1,004, 537,000 1,050, 476,000 1, 131,366,000 
Loans made by chartered banks under 

WAPIO TIS IACIO so ye ec aunties See Es Steet 559, 700 , 000 454,305,000 358 , 835 , 000 


Guarantees under the Export Develop- 

ment Act, R.S., c. H-18, and its pre- 

decessor, Export Credits Insurance 

ACU os, 1905, C100. ae es ts 524,600,000 328 , 744,000 332,966,000 
Loans made by chartered banks to the 

Canadian Wheat Board............. 338 ,032 ,000 578 ,000 , 000 394,900,000 
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March 31, 1971 


Home improvement loans under the 

National Housing Act.-:............. $ 22,317,000 
Loans made under the Cape Breton De- 

velopment Corporation Act, R.S., c. 

OEY bo Be RP. CN Oca Ee Spee: 1 fe ay | ater 30,000, 000 


Loans made under the General Adjust- 


ment Assistance Program............ 6,823 ,000 


$ 10,537,009 ,000 


March 31, 1970 


$ 22,048 , 000 


$ 9,760,573 ,000 


March 31, 1969 


$ 21,116,000 


$ 8,971,183,000 


Among the contingent liabilities of indeterminate amount is that in respect of 
loans made by approved lending institutions under National Housing Acts prior to 


1954. 


Lod 


Comments on Assets and Liabilities 


238. Section 55 of the Financial Administration Act requires that there be 
included in the Public Accounts ‘‘a statement, certified by the Auditor General, of 
such of the assets and liabilities of Canada as in the opinion of the Minister [of 
Finance] are required to show the financial position of Canada as at the termination 
of the fiscal year’’. 


239. Statement of Assets and Liabilities—Policy. The Statement of Assets and 
Liabilities as at March 31, 1971 was prepared by the Receiver General on the same 
basis as in previous years, the following explanation concerning this basis being 
included in the introduction to the Public Accounts: 


With certain exceptions, taxes and revenues receivable, revenue and other asset accruals 
and inventories of materials, supplies and equipment are not recorded as assets (except when 
these are held as charges against working capital accounts) nor are public works and buildings 
or other fixed or capital assets. Following the principle that only realizable or interest- or 
revenue-producing assets should be offset against the gross liabilities, costs of capital works are 
charged to expenditures at the time of acquisition or construction. Consequently government 
buildings, public works, national monuments, military assets (such as aircraft, naval vessels, 
and army equipment) and other capital works and equipment are recorded on the statement of 
assets and liabilities at a nominal value of $1 as the value is not considered as a proper offset 
to the gross liabilities in determining the net debt of Canada. 


On the liabilities side, accrued liabilities (except. for mterest accrued on the Public Debt) 
are not taken into account in determining the obligations of the government. However, under 
section 30 of the Financial Administration Act, liabilities under contracts and other accounts 
payable at March 31 if paid on or before April 30 may be charged to the accounts for the year. 
These are recorded as accounts payable in the ‘‘current and demand liabilities’’ schedule to the 
statement of assets and liabilities. 


This explanation reflects a policy established by the Minister of Finance in 
1920, that assets to be included in the Statement of Assets and Liabilities should be 
confined to those which are readily convertible or which are revenue-producing. The 
Minister had immediately implemented this policy by removing from the Statement 
of Assets and Liabilities a substantial amount in loans, etc., which could not meet 
this test. 


This policy has been followed by successive Ministers of Finance ever since but 
a major exception was introduced in 1957-58 when funds required by the National 
Capital Commission for the purchase of lands in the Greenbelt were recorded as 
loans to the Commission instead of budgetary expenditure as had formerly been the 
case. They were given the appearance of being revenue-producing by asking Parlia- 
ment to appropriate money to the National Capital Commission with which to pay 
interest on the loans. The practice was later extended to the financing of other 
agencies. 
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Brief details of exceptions to established policy, some of which we have com- 
mented on in previous Reports (paragraph 210 in 1970), are as follows: 


Loans to, and investments in, Crown corporations 


CANADIAN BROADCASTING CORPORATION. Funds required by the Corporation for capital 
expenditure since April 1, 1964 have been provided in the form of loans. Loans outstanding at 
March 31, 1971 amounted to $111,005,000. Each loan is repayable in equal annual instalments 
over 20 years at interest rates varying from 5 1/4% to 8 1/2%. 


CANADIAN NATIONAL RAILWAYS. An amount of $735,000 was provided to the Canadian Nation- 
al Railways under authority of Transport Vote 542, Appropriation Act No. 4, 1954, 1953-54, 
c.67, and Transport Vote 546, Appropriation Act No. 5, 1955, 1955, c.60, towards the construc- 
tion cost of a new dock and facilities at Bar Harbour, Maine, U.S.A. The loan, which does not 
bear interest, has been reduced by annual payments of about $25,000, to $367,000 at March 31, 
1971. These annual payments are charged as an operating cost of the ferry service, thus 
increasing the annual deficit of that service which is provided for by an annual appropriation 
of Parliament. 


NATIONAL CAPITAL COMMISSION. Funds required by the Commission for the purchase of 
Greenbelt lands and certain other lands have, since 1957-58, been provided in the form of loans 
which amounted to $61,480,000 at March 31, 1971, comprising loans of $38,081,000 for acquiring 
Greenbelt lands and $23,399,000 for acquiring other lands. These loans bear interest at rates 
varying from 4% to 8 7/16% and are repayable only if and when the properties are sold or put 
into use by the Government for other than Greenbelt purposes. 


Miscellaneous 


GOVERNMENT OF THE NORTHWEST TERRITORIES. Of the loans to the Government of the 
Northwest Territories, amounting to $30,027,000 at March 31, 1971, an aggregate of $28,806,000 
represents loans made in the years 1959 to 1971 for capital expenditure purposes. The loans are 
repayable over periods of from 5 to 20 years and bear interest at rates varying from 4 1/8% to 


8 1/2%. By agreement, Canada pays an annual amortization subsidy equivalent to the | 


principal and interest due each year, less all moneys repaid to the Territorial Government in 
the year by local administrative districts in respect of loans made to them by the Territories 
from moneys borrowed from Canada. 


GOVERNMENT OF THE YUKON TERRITORY. Of the loans to the Government of the Yukon 


Territory, amounting to $25,391,000 at March 31, 1971, an aggregate of $20,382,000 represents | 


loans made during the years 1958 to 1971 for capital expenditure purposes. The loans are 


repayable over periods of from 5 to 30 years and bear interest at rates varying from 4 1/8% to | 


8 1/2%. By agreement, Canada pays an annual amortization subsidy equivalent to the 
principal and interest due each year, less all moneys repaid to the Territorial Government in 
the year by the local administrative districts in respect of loans made to them by the Territory 
from moneys borrowed from Canada. 


The Public Accounts Committee holds the view that outlays on property in the 
Greenbelt are expenditures of the Crown rather than income-producing investments 
and on two occasions requested the Department of Finance to review the practice 
with the National Capital Commission, with a view to placing the financing of the 
Commission on a more realistic basis. (See Appendix 1, item 5.) In its Seventh 
Report 1966-67 the Public Accounts Committee stated that it was disturbed to learn 
that not only was no review undertaken by the Department of Finance in the case of 


COMMENTS ON ASSETS AND LIABILITIES 179 


the National Capital Commission, but that the practice was continued and further 
extended in 1964-65 when the House was asked to approve loans to the Canadian 
Broadcasting Corporation. The Committee reiterated its opinion that ‘expenditures 
of this type are not loans or advances which can or should be regarded as revenue- 
producing assets but are in fact grants and should be charged directly to budgetary 
expenditure in the Public Accounts of Canada”’. (See Appendix 1, item 17.) 


In August 1969 the National Capital Commission received a directive from the 
Treasury Board with respect to loans for the purchase of property other than in the 
Greenbelt under which, starting in 1970-71, loans would be provided only to acquire, 
improve and service properties which are to be sold to other users, thereby enabling 
the Commission to repay the loans. In view of this directive, the additional loans of 
$2 million during the year for the purchase of property, other than for the Green- 
belt, which is not for resale should have been charged to expenditure. 


The practice of requesting Parliament to provide loan appropriations rather 
than grant appropriations was further extended in 1969 when Transport Votes L107b 
and L110b, Appropriation Act No. 1, 1969, 1968-69, c.23, provided $16 million for the 
construction and acquisition of ferry vessels and $17 million to finance the construc- 
tion of roads and bridges to improve transportation with respect to the Vancouver 
International Airport. Although, with minor exceptions, this was the first occasion 
on which it was proposed to depart from the long-standing policy of charging the 
cost of capital works to expenditure, the House of Commons was not informed of the 
change or of the fact that $33 million which would have been recorded as expendi- 
ture of the year under the established policy was not to be so charged resulting in a 
corresponding reduction in the recorded deficit for the year. When the 1968-69 
Supplementary Estimates (B) were being considered by the Miscellaneous Estimates 
Committee on February 27, 1969 an official of the Treasury Board explained Vote 
L107b as follows: 

These loans will be used to finance the acquisition and construction over the next two years of 
three vessels for the P.E.I. ferry service. It is planned to acquire one used ferry vessel for 


delivery in the spring of 1969 and to construct two additional summer-type ferries at a cost of 
$5 million each for delivery in 1971. 


and the Minister of Transport explained Vote L110b as follows: 


Actually these loans are for the construction of two bridges being built by the National 
Harbours Board; one over the Middle Arm of the Fraser and one over the North Arm called 
the Hudson Street Approach. These bridges will be operated as full facilities and the tolls will 
be used to pay off the loans. 


In actual fact the bridges are being built by the Department of Transport as 1s 
evidenced by the fact that payments are recorded in the accounts of the Department 
and not in the accounts of the National Harbours Board. 


This practice has also been followed in using loan votes for the acquisition of 
capital assets at the Montreal and Toronto International Airports and for the 
Computer Services Bureau. 
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Moneys advanced under authority of these loan votes and recorded under 
“Advances, loans and investments—Domestic” are not loans but are in fact funds 
provided for the acquisition of capital assets. Brief details of these exceptions to 
established policy follow: 


AIRPORTS CAPITAL LOANS. During the year capital expenditure totalling $59,276,000 at the 
Montreal and Toronto International Airports was charged to the Airports Revolving Fund 
pursuant to Transport Vote L160, Appropriation Act No. 3, 1969, 1968-69, c.36, which author- 
ized the operation of the Fund. To the extent of $18,071,000, this capital expenditure was 
financed from revenue under authority of Transport Vote L160, with the remaining $41,205,000 
being provided from Transport Vote L45, Appropriation Act No. 3, 1970, 1969-70, c.46, which 
authorized payment of $67,829,000 in 1970-71 and subsequent fiscal years. At March 31, 1971 a 
total of $46,331,000 had been advanced as airports capital loans. 


VANCOUVER INTERNATIONAL AIRPORT—CONSTRUCTION OF BRIDGES. At March 31, 1971 a total 
of $4,204,000 had been paid from Transport Vote L110b, Appropriation Act No. 1, 1969, 
1968-69, c.23, to contractors for work performed. This Vote authorized loans to an amount of 
$17,125,000 in 1968-69 and subsequent fiscal years to finance the construction of bridges and a 
network of arterial roads to improve transportation to the Vancouver International Airport. 
Advances during the year amounted to $1,225,000. Present planning contemplates the levy of 
tolls in respect of this network which together with other receipts are to be applied to 
expenditures associated with the network, including payments of interest and principal on 
these loans. 


CONSTRUCTION AND ACQUISITION OF FERRY VESSELS AND RELATED EQUIPMENT. Transport 
Vote L107b, Appropriation Act No. 1, 1969, 1968-69, c.23, authorized loans up to $16,000,000 in 
1968-69 and subsequent years for the purchase of a ferry vessel and the construction of two 
additional ferries. During the year a payment of $8,200,000 was made increasing the total 
amount advanced to $13,922,000. This was reduced to $13,306,000 at the year-end by a 
repayment of $616,000 provided for by Transport Vote 20. Annual payments of principal and 
interest, which begin in the year in which each vessel enters service, are charged as operating 
costs and included in the Prince Edward Island Ferry Service Deficit, which is provided for by 
means of an annual parliamentary appropriation. 


COMPUTER SERVICES BUREAU. A loan of $176,000 was made to the Computer Services Bureau 
Revolving Fund under the authority of Supply and Services Vote L1lc, Appropriation Act No. 
1, 1971, 1970-71-72, c.25, to cover the estimated depreciated value of the Bureau’s capital assets 
as at March 31, 1971. However, the depreciated value of the capital assets at March 31, 1971 
was only $154,000, and the excess of the advance over this amount is being refunded in 1971-72. 


Under the policy outlined at the beg:nning of this section, the cost of govern- 
ment buildings, vessels and other capital works and equipment is charged to 
expenditure at the time of acquisition or construction because departments are 
dependent on public revenue for their capital needs. The Crown corporations and 
other*bodies referred to previously are also dependent on public revenue for their 
capital needs. 


These exceptions to long-standing policy have had the effect of understating 
the Deficit or overstating the Surplus in the Public Accounts each year since 1958. 


= Se 
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To the extent that parliamentary appropriations are required in later years to 


_ provide for repayment of the loans, the Deficit will increase or the Surplus decrease 
in those years. (See paragraph 55 of this Report.) 


If certain capital assets are to be included in the Statement of Assets and 
Liabilities, then a formal change of policy is required and steps should also be taken 
to bring all similar capital assets on to the Statement. Furthermore, the assets 
should be described as capital assets and should not be categorized as loans, which is 
incorrect. 


240. Accounts receivable. Taxes and sundry accounts receivable are not recorded 
as assets in the Statement of Assets and Liabilities but information regarding these 
accounts at March 31, 1971, in comparison with the corresponding information at the 
close of the preceding year, is set forth in the Comparative Statement of Accounts 
Receivable in section 27 of Volume II of the Public Accounts. This Statement shows 
a total of $503 million of which $27 million is classified as uncollectable. 


There are a number of inaccuracies in the Statement. For example, the total 


reported for the Department of Indian Affairs and Northern Development is 


$1,273,000 whereas it should be $1,469,000; the total of $5,980,000 reported for the 
Department of Transport should be $5,728,000; and the total of $8,724,000 reported 
for the Department of Veterans Affairs should be $8,421,000. The report for the 
Department of Finance shows $4,645,000 as receivable from other government 
departments whereas, in fact, the entire amount’ is receivable from the general 
public. 


Deletions from accounts receivable during the year were as follows: 


Number of 
accounts Amount 
Appropriation Act No. 1, 1971, 1970-71-72, c. 25— 

Various departmental votes—amounts in excess of $5,000.............. 106 $ 1,886,000 
Financial Administration Act—section 18—amounts of $5,000 or less...... 13, 742 3,218,000 
Bankruptcy Act, R.S., c. B-8—section 148—discharged bankrupts......... 2,093 2,020,000 
Unemployment Insurance Act, R.S., c. U-2— 

Sechion 42--Unpald CONLTIDUTIONS..A.46 sf e OE A PAS SL? 309 , 000 

section 0/-—overpald Denelitey. ©. [hi to. . bors Ree ree: Be ete pean ot 2,165 183 , 000 
Department of Justice Act, R.S., c. J-2—section 5 (d).............00- 2 ye 5,000 


19,925  $ 7,621,000 
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A summary of deletions by department follows: 


Number of 
accounts Amount 
PAURTICUIEUTC. CoAT osc los IS oe tips rer mnewte o DSS» Pas Set aes SF ee OE ma 1 19,000 
External Affairs— 
TEES AYU PCILD ater ers HE eid 2 AAO oho RT eaves Ps pci hy aon aL a oe aaa eer 172 13,000 
Canadian International Development Agency...................00005 214 24 ,000 
386 37 ,000 
ETE OSICS MO fae 4 Cae id Dh cin Wc bale rateable ur os BR ane al Guia TRR CREE ean e Gan ca 809 492 ,000 
Indian Affairs and Northern Development..................0.0 eee eees 1,426 356 , 000 
TnGustry es LTAde: ANd. OMMETCE 4 sce ne Heys eet: < oe eae as eee tae ee 217 6,000 
Labour— 
Unemployment Insurance Commission............. 0.0.0 c eee eee e eee 79 3,000 
Unemplosiient Insurance. Band so.4s6y. oh ya ees Bes Oe Bee es 3,982 492 ,000 
4,061 495 ,000 
Manpower and sinimioratio mit. i eae I ek a Coed a 362 24,000 
DiEEH AC) 012) Ul 2c Cee oe Oe ee Oe ts Oe Ren ia eRe men 595 108 , 000 
Nationalstesltieand Welfare: S825) aa sacot & 0 PERRO eR cede Heb we. 618 43 ,000 
National Revenue— 
<CTIS HOTS, BUC WRC INC eee ae oe ae I BES Bap eR a tae tae 682 1,757,000 
AN Sel Re Sed ee Oe EE ee Tee ee Gee oe eee 7,188 3,044,000 
7,870 4,801,000 
UDHORVY OF ROU. Goel C0; ELE, IR ad, Eiri Oe 45 MERE Oh eee a 453 22,000 
Plegicnal HCOuOnie MApANMION) = arn, ce eee Eee et ei Ra ore ae 49 10,000 
Solicitor General—Royal Canadian Mounted Police.................... 38 22,000 
SIPDDE YAN OPV ICES ale Siti ak carn ae eas ou al ee bee tlhe Ms eae She 136 2,000 
Taha 812 elke POD Saale Oe MN Re ALE RS ere Ruban We rei SO Mie ht) pe weer ewe 1,216 242 ,000 
Treasury Board—National Research Council of Canada................. 63 2,000 
Veterans Miraira:: A4)%6 deh Meee. A OA Oe ee 1,585 939 ,000 
(Denese ees SAG oes pcan toe cans hoe Rie epee el ae ase ed are Elden eres 40 1,000 
19,925 


$ 7,621,000 


We have established $1,157,000, compared with $6,091,000 at the close of the 
previous year, as the total of the interdepartmental accounts which should have 
been settled before the books were closed for the year. Of this amount $89,000 
remains outstanding from previous years. A listing, by department, of amounts due 
from other departments at March 31, 1971 follows: 
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Accounts arising in 


Current Prior 
year years 
WOMster BNA COTDOraterALAlISe fic Aw. PE ae Re Lie Pe AES Site eee 2 $ 6,000 Np) = 
PMereVeyVieatildy ELPSOUTCES: Meharry to viet verted: dh ME Or waren op Pe 23 ,000 5,000 
TRCCED AIA IFAITRE eit. ALO ei roan MEL Bee eee eyls vas Bein dy Pars anes ohne 3,000 1,000 
Ps pesos Ue OLOS Uy big cuea th eb. oe Wie cst cs OR tas gs thes sca LNG hae da arabe eiore 32,000 — 
Indian Affairs and Northern Development..................0 000 eee eaee 3,000 45 ,000 
Reise tye TAGOCOEN CONMINICTOG., ince te loko. ok tia s = agent aly cgniahtags ates wae 9,000 4,000 
SS UICCHM EATS ee ee Te ee ee ere eee 8,000 — 
Patio AMES ELONCO rare heh 2 Fok oe Seen ee ee ec oot ood aoe BES Rad lo ic es 124,000 9 ,000 
PNELIGIAINELeAl LIT aly VV ClEaTG utah = src. ee ries lsh wie te ee es oe 139 ,000 — 
MOT ROL Kae seaeiees ale 8 See) Ce) ois. tit bla ese A whee oda oe RE ES MLE ue 42,000 — 
eR ELS EERE Me ert c ictirs Ak ate RA al atu mi RY oD nok Ra oa ata ae gh Clee bin ide 225 ,000 — 
Neved Sry Fa Gal © YS GV) 229 Wy AO ev ae MO as aaa eh car 58 ,000 — 
SSUTWGP EN NAG 0 IN Sey acta Pfr fe a SO ee A Ue A Date 24 ,000 1,000 
MASE PRO te RES MAE Be ARS oer aks 5's 5 clo a hay oohele Madea eo ake ey MOL Eee 260 , 000 21,000 
Treasury Board—National Research Council of Canada................... 98 ,000 — 
Meterans All alis mince se os a es PEP Eu. SIP EA TORU etal Ae oe ERTS 13,000 1,000 


ae AS bei ian bias ix ace age ries ds 3 hehe snips 1c see aot nace « ion Meo 1,000 2,000 


$ 1,068,000 $ 89,000 


These accounts were not settled due to delays in submitting billings or delays by 
debtor departments in processing invoices. Failure to settle these accounts at the 
year-end results in the expenditure of some departments being understated and, 
conversely, the expenditure of the servicing departments being overstated. 


Not included in these accounts 1s a total of $245,000 paid by the Canadian 
International Development Agency in 1971-72 from the International Assistance 
Account but recorded by the four receiving departments as 1970-71 business (see 
paragraph 61 of this Report). 


Some $8,400 receivable by the Department of Transport from other government 
departments was classified as uncollectable. However, most of this has been paid 
since the year-end. 


In previous Reports (paragraph 211 in 1970) we have drawn attention to the fact 
that some departments were not keeping their accounts receivable accurately and 
efficiently in that they were not maintaining control accounts or providing for an 
effective verification of the accounts by officers other than those responsible for 
keeping them. In last year’s Report we stated that there had been general improve- 
ment in these accounts as the result of the development of a Treasury Board policy 
with respect to revenue control, and further improvement was noted during the year. 
However, test examinations indicated that in some departments the handling of 
accounts receivable still falls short of desirable standards. Comments on these 
departments along with pertinent information with regard to the receivables of 
other departments are set forth in the ensuing paragraphs. 
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241. Accounts receivable—Department of National Revenue. Of the accounts 
receivable at March 31, 1971, $440 million relates to the Department of National 
Revenue. With the co-operation of officials of the Department, analyses have been 
prepared showing the nature and amounts of these unpaid accounts. Further details 
are to be found in the report of the Department of National Revenue for the year 
ended March 31, 1971 and on page 27.2 of Volume II of the Public Accounts. 


CUSTOMS AND EXCISE. The following is a summary of the Customs and Excise 
accounts receivable at March 31, 1971 with comparable amounts at the close of the 
previous year: 


March 31,1971 March 31, 1970 


AE IRONUAK GR ener ptattcs denier id mts areas Gen eo Saat TR oe eC Tia ste Me Ean $ 10,321,000 $ 14,362,000 
TPULICS HILGUAKES Olt 1 DOT bALIONS <5. 5 EOC ANe se eno a seis nats ete 2,455 , 000 3,230,000 
(TSG EID OLCR eR hale WIG HE ESN IR, Roe anata, scoot Lalerauener: Coeaoneabigt ae tar 1,457 ,000 1,476,000 
TI VESUIEAUIO US Chor ee ics A UMTS. ton nate eto crate tee eens 55,000 127 ,000 
HUGCEUCDATUMOCLCAL ©. crucial One cv OL Re ORC e rte mge Ee ene eae — 17,000 
SIME s oe Rae Reet ts 5 aU meee als) eS A UAR aM A. coche ea atNtgare 2 13 ,000 14,000 


$ 14,301,000 $ 19,226,000 


Of the total of $14.3 million, collection action was being taken on 8,481 accounts 
totalling $5.6 million. The remaining $8.7 million had not been collected for the 
following reasons: 


Number of 
accounts Amount 
TGC ANDER ~ oiece., Ge pethetabeterc aes cor als ac cusalhitty SOOM sak UA ea eee ola RR 1,985 $ 1,644,000 
DNIRO IVETIC ICR Vocsre DES ihr cee UM tee ERS aca ee air, isle Giese dts oa) AR 164 1,219,000 


UHGORIECEAIG coat incar, rite one te hae eer aie te one eee etree ern hk area 1,706 5,832,000 


3,855 $ 8,695,000 


These accounts receivable do not represent all moneys owing at March 31, 1971. 
They do not include duties and taxes owing on goods that have been imported 
illegally where the Minister had not rendered a decision as to the penalties to be 
imposed, the unpaid portion of duties and taxes on temporary importations from 
which relief is being sought from the Governor in Council and, as noted in 
paragraph 151 of this Report, duties and taxes estimated at $6,324,000 owing by a 
major motor vehicle manufacturer who failed to meet the conditions of a condition- 
al remission order. 


Of the $10.3 million of excise taxes receivable, which includes $1.6 million in 
penalties, the Department estimates that $4.9 million will not be collected. 


} 
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There is no requirement that interest be charged on overdue accounts although 
a monthly penalty of 2/3 of 1%-.is charged on overdue excise taxes. 


In previous Reports (paragraph 212 1n 1970) we have stated that the Department 
of National Revenue, Customs and Excise was preparing to extend the system of 
control accounts to include all receivables. This has not yet been accomplished but 
in general its system of control over receivables has been improved by providing for 
an effective record of individual accounts. 


During the year accounts amounting to $1,757,000 were deleted under authority 


Oya 
Number of 
accounts Amount 
Appropriation Act No. 1, 1971, 1970-71-72, c. 24— 

We CAINS ATIC GRSINO VLG: LG., 7 stra vinets Ga AlG ica aon ee cee SAmMee mien ener rer’ $ 1,236,000 
Financial Administration Act—section 18........... 0... ccc eee eee 512 424 ,000 
Bankruptcy Act? Wasco p-o— section 148.000. ke ee Se eh i as be oe 91 92,000 
Department of Justice Act, R.S., c. J2o— SECON OG) iii Wes Se ete 2 5,000 

682 $ 1,757,000 


TAXATION. The following is a summary of the Taxation accounts receivable at 
March 31, 1971 with comparable amounts at the close of the previous year: 


March31,1971 March31, 1970 


Income tax— 


BAILA AIS es eh ee Oe Re ee Lec tee ea $ 242,416,000 $ 171,144,000 
ODOT ALIOnS ret vir ers) ihe tg Y biG. whet esl Wei od) AU hs ED 124,573,000 113,771,000 

BD OCP ORECTI OTS ce Pw ea Ro ke Pd lk A ee a 23,145,000. 18,789,000 
Lesh Obs o'sy Ti 1 0 foe ea A ek Ne ei A eR an ian Nb, Ahi ar i 4,698 ,000 4,051 ,000 
Delerreditaxss Akio db ne AO 8, 2. BUA RC 4,072 ,000 4,563,000 
898 , 904 ,000 312,318,000 

PT Atate tax and SUCCESSION CULY scan. cies don vis Saw Paes ee dee 26 , 581,000 20 , 992 ,000 


SIMI ANPP Te OT des ster CR WANS AVE AURA WES Led oN ne ee SOREL A ees 17,000 12,000 


$ 425,502,000 $ 333,322,000 


The Department of National Revenue, Taxation, has stated that the increase in 
accounts receivable was due to: 


— increased assessing activity in the last three months of the fiscal year over the same period in 
the previous year, 


— suspension of normal collection action for a period of seven weeks during conversion of 
accounting records to new computer equipment, 


— economic conditions including high interest rates in comparison with the Department’s 6% 
rate (see paragraph 155 of this Report), and 


— a public statement of the Department’s collection policy with reference to acceptance of 
reasonable payment arrangements. 
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Of the total of $426 million receivable at March 31, 1971, $155 million (86%) 
represented 267,584 accounts which were undergoing the normal collection process. 
The remaining $271 million had not been collected for the following reasons: 


Number of 
accounts Amount 
Currerit/ BSBERSMENIS a. x0: 40 suuds em vox oa» Scovel ee ee ee 179,229 $ 81,485,000 
TWHCOL CECE IE oe ee ee ee ee Oe Aes ee TR ee ce 7,693 15,502 ,000 
Bankrupisi ay shes ed maps: Aen TRS. EL PO cae a iat wee all | cn bees 6,397 20 , 968 ,000 
SCE LAPT! feu i cen mW hare te cn aelastic br tebe ei Cal OPS fee ag U9 rich ieee ade ees 2 , 284 148 ,629 ,000 
ICLEEV OU UBM ercliiid sean lata sharon che etna att AS Uh uc ae Srtrea nel Wut nlte eT Coy ee he ae 2,806 4,072,000 


198,409 $ 270,656,000 


During the year accounts amounting to $3,044,000 were deleted under authority 


of : 
Number of 
accounts Amount 
Financial Administration Act—section 18.......... 0. ccc cece eee eens 5,188 $ 1,117,000 
IDADTIptey viet SOCOM 146 as. os. ti naling aa. aegis RAM Ada aes 2,000 1,927 ,000 


7,188 $ 3,044,000 


242. Accounts recewable—Department of Agriculture. The accounts receivable of 
this Department at March 31, 1971 do not include the overpayments totalling 
$289,000 to tree-fruit and grape growers described in paragraph 65 of this Report and 
$529,000 to farmers under the wheat inventory reduction program described in 
paragraph 64 of this Report. As stated in the latter paragraph the farmers concerned 
were not notified of the overpayments until September 1971 and the overpayments 
were not brought under accounting control until November 1971. 


243. Accounts recewvable—Department of Communications. The accounts receiv- 
able of this Department at March 31, 1971 are recorded as $13,000. While the amount 
is not substantial, we have noted that no control account is maintained and the 
accounts are not accurately kept, as evidenced by a number of posting and other 
errors which resulted in several revisions of the statement prepared by the Depart- 
ment for inclusion in the Public Accounts. 


244. Accounts recewvable—Department of External Affairs. The accounts receiv- 
able of this Department include an amount of $1,763,000 owing to Canada from the 
fund known as the “Common Pool” established by the Geneva Conference on the 
problem of restoring peace in Indo-China. An additional amount of $1,319,000 is 
recoverable on behalf of the Department of National Defence. This total of $3,082,- 
000, an increase of $108,000 over the preceding year, represents certain costs incurred 
by Canada as far back as 1960-61 in serving on the International Commissions for 
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Supervision and Control in Cambodia, Laos and Viet-Nam. No payment has been 
recelved from the ““Common Pool’’ since February 1963 but Canada’s assessments 
towards financing the Laos International Commission since 1962-63, amounting to 
$240,000 ($18,000 in 1970-71), have been applied against the indebtedness. 


We understand that the failure of The People’s Republic of China to continue 
its contributions has resulted in the ‘‘Common Pool” being unable to pay all of the 
costs for which it is responsible. 


As has been pointed out in previous Reports (paragraph 213 in 1970), in the 
absence of any reimbursement from the ‘“‘Common Pool” in recent years, new 
financing arrangements should be sought. 


In its Sixth Report 1970-71, presented to the House on June 30, 1971, the Public 
Accounts Committee recommended “‘that the Department of External Affairs con- 
sider the advisability of taking diplomatic initiatives to resolve the situation”’. (See 
Appendix 1, item 37.) 


245. Accounts receivable—Department of Indian Affairs and Northern Develop- 
ment. The recorded accounts receivable of this Department at March 31, 1971, 
including uncollectable accounts of $241,000, amounted to $1,469,000 but have been 
recorded in the Public Accounts as amounting to only $1,273,000. 


In our past five Reports (paragraph 214 in 1970) we have referred to shortcom- 
ings in the Department’s handling of accounts receivable. In our 1970 Report we also 
made reference to a departmental task force which had been established to review 


the systems for the control, recording, collection and write-off of accounts receivable. 


The report and recommendations of the task force, submitted in January 1971, have 
been accepted and when implemented should result in a fully adequate system. 


246. Accounts receivable—Department of Manpower and Immigration. In previous 
Reports (paragraph 215 in 1970) we have stated that accounts receivable had been 
understated by the Department due to the omission of interest receivable on assisted 
passage loans to immigrants and on assisted movement loans to workers, that control 
accounts had not been established for some sections of the accounts, and that a 
substantial portion of the remaining accounts were not in agreement with their 
respective control accounts. 


The Public Accounts Committee considered the comment in our 1969 Report on 
April 6. 1971 and, after hearing explanations from departmental officials, recom- 
mended in its Sixth Report presented to the House on June 30, 1971, “that the 
Department make a greater effort to collect on its loans’’. 


During the year the Department made progress in the establishment of control 
accounts. Of receivables totalling $1,682,000 at March 31, 1971, control accounts were 
in effect for all except $30,000 of miscellaneous accounts. However, minor discrepan- 
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cies still existed between three of eight account trial balances and the respective 
control accounts. These were being investigated by the Department. 


The Department categorized accounts totalling $53,000 at March 31, 1971 as 
uncollectable. Our examination, however, indicated that many other accounts 
should have been similarly classified, as evidenced by the fact that only $13,000 had 
been collected since inception on accounts receivable relating to the Canada Man- 
power Training Program totalling $345,000, and assistance to immigrants totalling 
$251,000 had been outstanding three or more years. 


247. Accounts recewvable—Department of National Defence. This Department 
reported accounts receivable of $18,186,000 at March 31, 1971 which included: 


United Natiotis=-Spécial funds: Vai To ee! aed, Po ea. 2 ae ee $ 5,506,000 
International Commissions for Supervision and Control in Cambodia, Laos and Viet-Nam. 1,319,000 
IABEES CANCE GO E-TOV INCOR is 8 Wa, ils acc ecules Sad Gta Galea eae ace Aan Tc gr ie ae 797 ,000 
FederabRepublic or Germanys.2 f.0 eo ee Pee eee Cre Dees GENE ERG ec nee pena 680 ,000 
Canadian Corporation for the 1967 World Exhibition: 22. 1. .sc05..09s 5 os oe eee 100 ,000 


The balance of $5,506,000 due from special funds of the United Nations results 
from costs incurred by the Department as a result of participation in the United 
Nations peacekeeping operations in the Congo until 1964 and in the Middle East 
until 1967. The unsettled accounts in respect of these operations total $804,000 and 
$4,702,000 respectively. Difficulties encountered by the United Nations in the 


collection of contributions from certain member states have continued to preclude | 


settlement of these accounts. 


The amount of $1,319,000 owing to Canada with respect to costs incurred by the | 


Department in serving on the International Commissions for Supervision and 
Control in Cambodia, Laos and Viet-Nam 1s referred to in paragraph 244 of this 
Report. 


The balance of $797,000 reported as due in respect of Assistance to Provinces 


comprises amounts receivable from five provinces for assistance provided in civil | 


emergencies between 1958 and 1969. (See paragraph 109 of this Report.) The total is 


understated by $19,000, as the Department has not recorded as receivable an account | 


rendered in 1968. 


The amount of $680,000 owing by the Federal Republic of Germany results from | 
the transfer to that country in 1961 of responsibility for certain NATO projects | 
originally paid for by Canada. The Department had taken no follow-up action in | 
recent years with respect to this long-outstanding account which was to have been | 
settled in 1962. When we again brought the item to the attention of the Department | 
in September 1971, it referred the matter to the Department of External Affairs for | 


| 


follow-up through the Canadian Delegation to the North Atlantic Council. 


The account owing by the Canadian Corporation for the 1967 World Exhibition, 
covering shortages in, and damages to, bedding, and transportation and administra- 
tion costs, was referred to on page 41 of our 1969 Report. Following the dissolution 


| 
{ 
| 


| 
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of the Corporation on November 27, 1969 its assets and liabilities were transferred to 
the Minister of Industry, Trade and Commerce for collection and settlement in 
accordance with the Expo Winding-up Act, 1969-70, c.1. Settlement of the amount 
owing to the Department of National Defence will not be possible until the Province 
of Quebec pays an amount of $192,000 representing the unpaid portion of the 
Province’s share of the Corporation’s deficit. 


Included in the total accounts receivable shown for this Department in the 
Statement of Accounts Receivable in the Public Accounts are receivables of approxi- 
mately $235,000 owing by other government departments. These interdepartmental 
accounts have been incorrectly classified as receivable from outsiders. In accordance 
with general departmental instructions the total of these accounts was determined as 
at March 31, 1971 without taking into account payments in April 1971. To the extent 
that other departments charged payments on these accounts in April to 1970-71 
appropriations, these interdepartmental receivables are overstated. 


The Department has reported the outstanding debit balances 1n pay accounts of 
former service members at March 31, 1971 to be $38,000. However, our review of the 
relevant records has indicated the correct balance for this category of account to be 
$84,000; the difference arose in part from the absence of control accounts. (See 
paragraph 99 of this Report.) In addition to these omissions, other categories of 
accounts totalling approximately $355,000 have not been included by the Depart- 
ment in the total of its accounts receivable. 


It has not been the practice to report debit balances in pay accounts of serving 
members of the Canadian Forces. The Central Computational Pay System con- 
tinued to be in a developmental posture at March 31, 1971 (see paragraph 107 of this 
Report), and statistics at that date showed that Pay System balances differed from 
unit record balances in 76% of the pay accounts. When these problems are overcome, 
overpayments of pay and allowances and other debit balances can be included in the 
Statement of Accounts Receivable. 


248. Accounts recewwable—Department of National Health and Welfare. Reference 
was made in our 1970 Report (paragraph 216) to examinations of the records of four 
of the Department’s fourteen hospitals which disclosed that considerable improve- 
ment was required in both the control and collection of accounts receivable. During 
the year, examinations at three other departmental hospitals disclosed a similar 
situation. At each of the hospitals the accounts receivable did not agree with the 
general ledger control account. Postings to the control account at one hospital were 
six months in arrears while at another the control account had not been balanced 
with the individual accounts receivable trial balance for eleven months. At one 
hospital billings for services to patients were often considerably delayed, sometimes 
for periods of more than a year, and collection action on outstanding accounts 
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recelvable was weak, there being no apparent organized system of follow-up on 
overdue accounts. 


249. Accounts receivable—Department of Transport. The accounts receivable 
reported by this Department amounted to $5,980,000 at March 31, 1971, compared 
with $7,658,000 at March 31, 1970. 


In our 1970 Report (paragraph 218) we stated that the accounts receivable had 
not been kept efficiently and that a number of procedural weaknesses had been 
noted. We reported that the impact of revised procedures prepared by the Depart- 
ment and issued in 1969 and 1970 was yet to be felt. While some improvement in the 
handling of accounts receivable has been noted, our review of the accounts outstand- 
ing as at March 31, 1971 disclosed omissions in their compilation, lengthy delays in 
processing accounts, an absence of controlling accounts and inadequate collection 
efforts. (See paragraphs 191, 192 and 194 of this Report.) 


250. Cash on deposit. Included in the item ‘‘Cash” is an amount of $1,254.9 
million on deposit in bank accounts. Of this amount, $1,152.1 million was on deposit 
in the chartered banks in Canada, $81.1 million in the Bank of Canada and $21.7 
million in banks in London, New York, Paris, Brussels and Bonn. 


The balances on deposit in bank accounts abroad are working balances against 
which cheques are drawn and which do not earn interest. The Bank of Canada, in 
accordance with the provisions of section 19(e) of the Bank of Canada Act, R.S., c. 
B-2, does not pay interest on deposits. However, profits of the Bank of Canada are 
paid to the Receiver General and placed to the credit of the Consolidated Revenue 
Fund. 


Balances on deposit in the chartered banks in Canada earn interest only on the 
amounts by which the aggregate of the lowest daily balance for each bank in each 
week exceeds $100 million, calculated at the weekly average accepted treasury bill 
tender rate for the three months treasury bills, less 10%. (See paragraph 77 of this 
Report.) 


251. Valuation of United States dollar assets and liabilities. On May 31, 1970, the 
Minister of Finance announced that Canada would no longer maintain the value of 
the Canadian dollar within the previously agreed margins and, subsequently, the 
Canadian dollar appreciated in value. Thus United States dollar assets held by 
Canada and debts payable by Canada in United States dollars all depreciated in 
value in terms of the Canadian dollar. The rate of exchange at March 31, 1971 was 
$1 US = $1.008125 Canadian but, except in the case of bank balances of $17.2 
million, no adjustment was made in the valuation of these assets and liabilities with 
the result that there was a net over-valuation at that date as follows: 
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Value at 
Recorded March 31, 1971 Over- 
value exchange rate valuation 
Assets— 
Securities held for securities investment ac- 
Cll vent ASA! Actas dx tool « axe eoden 2 $ 12,939,000 $ 12,124,000 $ 815,000 


Subscriptions to the International ‘Monetary 
Fund and other international organizations 1,417,322,000 1,370,361 ,000 46 ,961 ,000 
Investments in United States dollar securities 25,754,000 24,124,000 1,630,000 


1,456 ,015,000 1,406 ,609 , 000 49 , 406 ,000 
Liabilities— 
Loans payable in foreign currencies, including 
MECTUOITOLCIeSitn cs treo en Sons oe hers 343 , 147 ,000 320 , 567 ,000 22,580,000 


$ 1,112,868,000 $ 1,086,042,000 $ 26,826,000 


The Investments in United States dollar securities have matured since the 
year-end and a loss of $1,697,000 has been recorded in the 1971-72 accounts with 
respect to them. | 


252. Departmental working capital advances. This item, amounting to $215,551,- 
000 at March 31, 1971, comprises a number of revolving funds and working capital 
advances established by Appropriation Acts and other statutes. 


In the following instances balances at March 31, 1971 include: capital expendi- 
tures, which under the policy referred to in paragraph 239 should not be included as 
assets in the Statement of Assets and Liabilities; operating deficits, inventory 
shortages, and undistributed expense to be recovered from departmental appropria- 
tions, which are not assets; and long-term stockpiles of materials which should be 
shown as a separate category in the Statement of Assets and Liabilities and should 
not be financed out of working capital advances: 


CAPITAL EXPENDITURES 
Department of Supply and Services— 


Computerscervices bureau evolving PUN. cr eee oo sl ot set ee hoa reas od $ 154,000 
Canadian Government Supply Service Revolving Fund......................04. 4,000 
haijonal Film Board Operating Acco oso. Ue Se a. obs oncntee nein oe aca a des ole 137 ,000 
Public Archives—Central Microfilm Unit Revolving Fund a Sites ik tame ach aie ede nwe ets ape or RIS 90,000 
385 ,000 


OPERATING DEFICITS 
Department of Supply and Services— 


Mompureroervicesspburea HeVOlVinG Fund vos. cca ee cee Cos key nade e ie pas om 369 , 000 

Department of Fisheries and Forestry— 
Fisbenes Prices Support Account, .... . weve Sees Rate Bo sods eam dures «ob 18,000 
887 ,000 


INVENTORY SHORTAGES 
Department of Indian Affairs and Northern Development— 
NAO AT ark SNSLOTER ACCOUNLG. eet oe oe ot te ene PN eh ae eee ete wicca © ota 5S 19,000 
POs Ieee VOlVAIE EIN S95, aeh Ore te cht oo hiRd te etch etl~ tee treet oie bic a vate am ae 4,000 
23,000 
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UNDISTRIBUTED EXPENSE 
(amounts due from departments) 
Department of Supply and Services— 
Canadian Government Printing Bureau: 


IREVGlVING PIMC S. ears habad oi) ce na eae AO 9 7. «ge. cmaeed eran ee eae em nae eta $ 2,535,000 
PPINUIS OL PUTO AOS Vee ccs vores Geese wee oe ahaa, oe pte ee geo ee ees ee em 136,000 
Canadian Government Supply Service Revolving Fund....................00005 1,616,000 
Computer Services spureaushevolving Mond 5.5. a, oan seule sos ae Sees ma ion ein 338 , 000 
Department of Communications— 

Government, Lelep hone Accoun tics. tau 644+ ess ac Adie Sa Sal ee eee raed ae ay 497 ,000 
Nauonal sd ilm: Board Operating Account 2.2. cas. snl idindemn trite) sear Glecmet hued as 238 , 000 
Department of Public Works— 

Working CapitalpA advances / 0 cian motte dee Sere Nee ree Cae Poet OE Ge ome 69 ,000 

5, 429 ,000 


LONG-TERM STOCKPILES OF MATERIALS 
Department of Energy, Mines and Resources— 


UYaniiny CONCERT ALES Cho eer aie chek oo oh ac ioe bye BACAL «er ee Ae Eee eee 101,183 ,000 

Department of Supply and Services— 
Petence PTOGUCIOM AOVOlV MIM PUIG. boil, ase adlscs ascitastats in tie Ram mien epee tere ree aan 929 ,000 
102,112,000 


$ 108,336,000 


253. Departmental working capital advances—Department of Finance—Bullion 
and coinage accounts. These accounts totalling $11,982,000, include gold bullion in 
the amount of $7,929,000 which is over-valued by $439,000. The over-valuation 
represents costs that should have been charged against the revenue from bullion and 
colnage operations in the year. 


254. Foreign exchange reserve accounts—Exchange Fund Account—Deficit. 
Advances to the Exchange Fund Account at March 31, 1971 amounted to $4,578 ,424;- 
000 comprising cash advances, $4,325,000,000, and special drawing rights, $253,424 - 
000. However, as the market value of the net investments from cash advances held 
by the Account at that date was only $4,077,772,000 there was a deficit of $247,228 - 
000 which in our opinion should be written off with parliamentary approval as a cost 
of exchange management. (See paragraphs 79 and 353 of this Report.) 


255. Foreign exchange reserve accounts—Exchange Fund Account—Special Draw- 
ing Rights. Advances to the Exchange Fund Account include special drawing rights 
of the International Monétary Fund which are recorded in the accounts of Canada 
at $253,424,000. A corresponding liability appears in the accounts. These special 
drawing rights were first issued in January 1970 to countries participating in the 
Special Drawing Account established under the Articles of Agreement of the Inter- 
national Monetary Fund, as a supplement to existing foreign exchange reserves. 
Canada’s initial allotment of US$124,320,000 was recorded in the accounts of 
Canada at the official exchange rate of $1 US = $1.08108 Canadian, which amount- 
ed to $134,400,000. On January 1, 1971, additional special drawing rights allotted to 
Canada in the amount of US$117,700,000 were recorded at the exchange rate on 
December 31, 1970 of $1 US = $1.01125 Canadian, which amounted to $119,024,000. 
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These special drawing rights form part of Canada’s foreign exchange reserves 
and their value should have been shown in the Statement of Assets and Liabilities at 
March 31, 1971 at the then exchange rate of $1 US = $1.008125 Canadian. Their value 
was thus overstated both as an asset and as a liability by $9,437,000. 


256. Advances, loans and investments—Domestic—Loans to, and investments in, 
Crown corporations—Atomic Energy of Canada Limited. Included in the loans to, and 
investments in, Atomic Energy of Canada Limited totalling $504 million are the 
following loans exclusive of accrued interest, relating to construction of nuclear 
power stations at: 


MCT ie ANT Uae tok be eet «4 teqrncetiet aay ee Patel hoe en tasepecle sede fae) (EEN E 5O0' Sar es $ 86,400,000 
Gentilly, Que...... RLS MIS aR Pe ee Se eee RRR ST eM OE ee 77,000,000 
Dose OME eg ty ee cue  ne natant coace Sloe ertore tr orale ki ree te aes Gam Mee Le 69 , 945 ,000 


The Company’s portion of the cost of the Pickering nuclear power station is 
expected to be recovered from the Hydro-Electric Power Commission of Ontario but 
this is dependent on the success achieved in the operation of the station. 


After the Gentilly nuclear power station has been established to be a safe and 
dependable source of power, it 1s to be sold to Quebec Hydro-Electric Commission at 
a price calculated to make the estimated future cost of energy produced equal to 
that from a fossil-fired conventional thermal generating station. Whether the sale 
price will be sufficient to permit the Company to repay the loans remains to be 
determined. The station 1s not yet on an operational basis. 


Originally the Douglas Point nuclear power station, which had been constructed 
earlier, was to be sold to the Hydro-Electric Power Commission of Ontario under an 
arrangement similar to that for the Gentilly station. However, the role of the 
Douglas Point station in the next few years is to be altered in that, in addition to 
producing electricity for the Hydro-Electric Power Commission of Ontario, it is to 
produce steam for the Bruce heavy water plant. Thus, although the contract with 
the Commission for the sale of the plant is still in effect, 1t is not known when, if 
ever, the sale is to take place or when the loans will be repaid. The station earned 
revenue of $5.3 million in 1970-71 from the sale of electricity but incurred an 
operating loss of $3.1 million exclusive of depreciation. If anticipated reductions in 
future operating costs and increased revenue from the sale of steam are achieved, 
any excess of revenue over operating costs 1s to be applied as repayment of the 
loans. 


257. Advances, loans and investments—Domestic—Loans to, and investments in, 
Crown corporations—National Harbours Board. Loans to the National Harbours 
Board which are included in the Statement of Assets and Liabilities of Canada 
amounted to $270,239,000 at March 31, 1971 and are identified with the individual 
harbours and bridges as follows: 
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Montreal— 
ELAEDOVUT ght Auer aie Crt ee er eR es Pe ee ee ee $ 142,465,000 
Olina ee LOVE nen errant ae nine oe an toh ae earned | tocmee TENT TTe oREe eek nee 52,177,000 
Jacdiess Cartier Bridge. | eh oo tte Me eh tte oes EE SIE ORS SOE RE a 7,576,000 
202 ,218 ,000 
VECO UVOR 2 me St eciedOuen A An ecard ana seh old ie PRR ns. Riuhemn' 6 i. kr ad egies ake od aes 47,974,000 
Sarit ohms bar bouriamdgerN aphore vere. eke ih 4 oo ic be tweed hn byl peek ha Mareen 15,196,000 
PlahtaxcsPicwiC tr Mae eee ce ate NLT Te ees Rg cle Re ne er en 8 ee 2,500 , 000 


Belledune.cosd acu tale Bieta tke oc Se he ress Lx ceeamiahth. F oReee ERS EE « lente, Buse 2,351,000 


$ 270,239,000 


In addition to the loans included in the Statement of Assets and Liabilities are 
loans totalling $139,901,000 which have been written off to net debt. These loans 
were made with respect to the following: 


(UCD CCR AMEN ree, POE PM ipa Br eee >, crac cod, Ra WAN A ues Grdicny suite ax srk Sy RA beg es Seen EN $ 52,075,000 
Sent) Ont eas EN USER IE ih oa con NE tite By tenes SVG! OAc aHTE Ta aca a cde tec Minds Oa ee Re ene 34,770,000 
Halifaxiaaeneay . Sos 2 dees eee ces rt oe Re tee EE. ee ee Pee Ne ee 29,891,000 
JG) ANG) Crt LOU a ce A eRe, See Mies. ee ORS ang Wms eye. 8,857 ,000 
Nontieal— Jacques: Cartier Bridge A005 6s 5 ote ou we oc oe brp at Oe a ee hae Ce Se 6,490,000 
Trois-Rivieresf ee Se. S48 Sea eaee OR ol 8 al, AAA SPA SE, BRA ae shane ay 3,988 , 000 


Earl Troe SOR Ee Len RR ei ENE Ries Pn MGT eh 3,830,000 


$ 139,901 ,000 


In addition to the principal amounts of these loans which total $410,140,000, 
interest unpaid to December 31, 1970 amounted to $151,583 ,000. 


Interest on the loans is payable semi-annually at rates varying from 2 3/4% to 
8 1/2% but, although there are certificates of indebtedness, no dates for repayment 
of principal are specified except in the case of two loans made in 1970. It appears 
that repayment of the principal is dependent on the individual harbours making 
profits after payment of interest. 


Loans of $4,580,000 were made to the Board during the year and repayments 
totalling $37,000 were made by the Board with respect to the Saint John Harbour 
Bridge Authority. Interest totalling $16,658,000 became due, and interest payments 
of $4,171,000 were made by the Board with respect to the Belledune, Trois-Rivieéres 
and Vancouver Harbours, the Champlain Bridge and the Saint John Harbour 
Bridge Authority. 


In previous Reports we have observed that there was little prospect of the Board 
being able to meet its principal and interest obligations and recommended that the 
financial structure of the Board be reconstituted. In February 1967 the Public 
Accounts Committee, in its Twelfth Report 1966-67, commented as follows (see 
Appendix 1, item 24): 

The Committee 1s concerned that there appears to be little prospect of the Board being in a 
position to meet its principal and interest obligations and recommends that the financial 
structure of the Board be reconstituted. In this connection it was pleased to receive assurances 
that this matter will be dealt with by the Department of Finance and the Board within the 
next twelve months. 
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The financial structure of the Board was not reconstituted as the proposals made by 
the Department of Finance were not acceptable to the Board. The matter has since 
been left in abeyance. On May 13, 1971 the Public Accounts Committee discussed 
the matter with officers of the Board and the Canadian Marine Transportation 
Administration but no further recommendation has been made by the Committee. 


258. Advances, loans and investments—Domestic—Loans to, and investments in, 
Crown corporations—The St. Lawrence Seaway Authonty. The Authority was estab- 
lished by the St. Lawrence Seaway Authority Act, R.S., c. S-1, to construct, maintain 
and operate the Canadian section of the deep waterway between the Port of 
Montreal and Lake Erie, comprising the Montreal—Lake Ontario Section and the 
Welland Canal. Outstanding loans to the Authority at March 31, 1971 totalled 
$534 ,550,000 and unpaid interest, $84,093,000. 


Included in these amounts are loans in respect of construction of the Montreal— 
Lake Ontario Section which amounted to $337,900,000 and unpaid interest of 
$73,510,000. Section 17 of the Act requires that the tolls provide a revenue sufficient 
to defray the cost of operations including interest and repayment of the capital 
indebtedness over a period not exceeding fifty years. The original terms of these 
loans called for the payment of interest only in the first three full years of operation 
and thereafter payment of annual amounts sufficient to amortize all loans and 
interest thereon over a period of forty-seven years ending December 31, 2009. These 
terms have subsequently been amended and now provide that these loans, together 
with interest, are to be repaid in such amounts each year as the cumulative net 
profits of the Section, before amortization of the loan principal, will permit. Unpaid 
interest bears interest until paid and the statutory requirement that the principal 
and interest are to be fully paid by December 31, 2009 remains. 


Officers of the Authority have calculated that the annual toll revenue required 
by the Authority, 1f it is to meet the statutory requirement that its indebtedness be 
amortized over a period not exceeding fifty years, would be $32.5 million based on 
1970 costs. The actual toll revenue in 1970 was $19 million. Since the opening of the 
Seaway in 1959 no repayment of principal has been made, and interest totalling $74 
million remains unpaid. 


Loans made for capital improvements to the Welland Canal aggregated $194.,- 
150,000 of which $72,500,000 is interest-free. The remainder, $121,650,000, which has 
been loaned since September 22, 1966, bears interest which is accrued in the accounts 
but is not to be paid until December 31 of the year in which the Minister of 
Transport determines that each modernization project is completed, at which time 
the terms of principal repayment for the loans are to be determined by the Governor 
in Council. Accrued interest to March 31, 1971 amounted to $10,583,000. In recent 
years the Welland Canal has had an annual operating deficit in excess of $7 million 
before providing for interest or payment of the loans. 
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It is extremely unlikely that the Authority will be able to repay its capital 
indebtedness. 


259. Advances, loans and investments—Domestic—Loans to provincial govern- 
ments—Loans to assist in the creation of employment. Finance Vote L13c, Appropria- 
tion Act No. 1, 1971, 1970-71-72, c.25, provided $160 million for loans to provinces, 
provincial agencies and municipalities in the 1970-71 and 1971-72 fiscal years, for the 
purpose of assisting in the creation of employment. The appropriation stipulates 
that the loans be secured by obligations of the borrowers, bear interest at the rate 
applicable to loans made by the Canada Pension Plan Investment Fund, and that 
the terms of maturity be 20 years or such lesser period as may be fixed by the 
Minister of Finance. The amount allocated to each province is also set out in the 
Vote. 


At March 31, 1971 the only province to obtain a loan under the program was 
Quebec which had borrowed $12 million out of its allocation of $70.3 million. The 
loan is secured by debentures maturing in 20 years which provide for payment of 
interest annually. 


260. Advances, loans and investments—Domestic—Miscellaneous—Loans to manu- 
facturers re defence plant modernization. Industry, Trade and Commerce Vote 5 
provides funds each year in the product innovation activity of its Trade - Industrial 
Program to pay half the cost of new equipment to assist Canadian defence industry 
with plant modernization. Similarly, Industry, Trade and Commerce Vote L10, 
Appropriation Act No. 3, 1970, 1969-70, c.46, and corresponding votes in prior years 
have provided loan funds to meet half the cost of new equipment. Both expendi- 
tures and loans are subject to the approval of the Treasury Board. 


The Department acquires title to the equipment for which assistance is being 
given by arranging to purchase it from the manufacturer being assisted or by having 
its original purchase made by him acting as an agent for the Department. When 
payment is made by the Department, 50% of the price is charged to Vote 5 and 50% 
to Vote L10. The Department then sells the machinery to the manufacturer being 
assisted at 50% of its cost payable over five years without interest with title passing 
on payment of the final instalment. 


The outstanding balance of advances from loan votes at March 31, 1971 was 
$20,768,000 as compared with $18,341,000 at March 31, 1970. The increase of $2,427,- 
000 results from advances during the year of $6,663,000 and repayments of 
$4,236,000. 


The $20,768,000 outstanding at the year-end included twelve accounts totalling 
$1,082,000 on which payments of $221,000 were in arrears, and one account for 
$105,000 where the equipment had been repossessed and placed in government 
storage. Under terms of the agreement the debt was extinguished upon repossession ; 
consequently, the amount Is incorrectly classified as a loan receivable. 


COMMENTS ON ASSETS AND LIABILITIES 197 


261. Advances, loans and investments—Domestic—Miscellaneous—Investment in 
shares of Panarctic Oils Ltd. In 1967 Canada joined a consortium of 20 participants, 
including leading Canadian oil and mining companies, for an oil exploration 
program in the Arctic islands. Panarctic Oils Ltd. was incorporated for the purpose 
and Canada agreed to purchase sufficient shares of capital stock in the Company to 
maintain a 45% equity. (See paragraph 226 of our 1970 Report.) 


During the year Canada’s subscription to shares in the Company increased to 
$22,556,000 of which $20,284,000 had been called and paid. 


Effective February 15, 1971 Canada’s representation on the Board of Directors 
was increased from two to four members, the total number of directors thereby rising 
to 16. Canada may appoint additional directors in proportion to its equity if and 
when it desires to do so. 


Financial statements of the Company show exploration costs of $34,550,000 to 
December 31, 1970, including drilling expense of $21,838,000. 


262. Advances, loans and investments—Domestic—Miscellaneous—Hydro Quebec 
Research Institute. In July 1970, the Government of Canada entered into an agree- 
ment with the Government of Quebec and the Quebec Hydro-Electric Commission 
to provide financial assistance for the construction and operation of the Hydro 
Quebec Research Institute. Under the terms of the agreement Canada will lend to 
Hydro Quebec a maximum of $17,500,000 over the four years ending in 1973-74. The 
loans, to bear interest at the same rates charged for loans to federal Crown 
corporations, are to be repaid in 25 equal annual instalments comprising capital and 
interest, the first repayment being due March 31, 1975, or one year following the 
date of the final loan, whichever comes first. During 1970-71 loans totalling $10,900,- 
000 were made to Hydro Quebec at an interest rate of 7 3/16% under authority of 
Energy, Mines and Resources Votes L10, Appropriation Act No. 38, 1970, 1969-70, 
c.46, and L10a, Appropriation Act No. 4, 1970, 1970-71-72, c.4. 


263. Advances, loans and investments—Domestic—Miscellaneous—Investment in 
shares of Telesat Canada. Telesat Canada was incorporated by the Telesat Canada 
Act, R.S., c. T-4, to establish satellite telecommunication systems providing, on a 
commercial basis, telecommunication services within Canada. In compliance with 
section 10(2) of the Act, the Board of Directors, with the approval of the Governor in 
Council, determined that 6,000,001 common shares (without nominal or par value) of 
the capital stock of the Company should be issued as fully paid and non-assessable 
shares at any time prior to March 31, 1972 for a consideration of $10 per share. 


In accordance with section 38 of the Act the Minister of Finance with the 
approval of the Governor in Council acquired for Canada 1,000,000 shares for 
$10,000,000. According to section 40 of the Act the aggregate amount that the 
Government of Canada and corporations declared by statute to be agents of Her 
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Majesty may at any time have invested in the Company shall not exceed 
$30,000,000. 


The Company’s fiscal year ends on December 31 and copies of its financial 
statements and auditor’s report are required by section 37 of the Telesat Canada Act 
to be laid before Parliament by the Minister of Communications. A firm of 
chartered accountants appointed by the shareholders is the auditor of the Company. 


264. Advances, loans and investments—Domestic—M iscellaneous—Indian Econom- 
1c Development Account. Indian Affairs and Northern Development Vote L53b, 
Appropriation Act No. 1, 1970, 1969-70, c.24, authorized, for the purposes of econom- 
ic development of Indians, the making of loans in the current and subsequent fiscal 
years to Indians, groups of Indians or Indian bands, or to individuals, partnerships 
or corporations, the activities of which contribute or may contribute to such develop- 
ment. The governing regulations make provision for financial assistance, without 
the approval of the Treasury Board, in the form of direct loans, repayment of which 
is required within 15 years, and loan guarantees, provided all amounts outstanding 
with respect to any one borrower do not exceed $500,000. 


The authority also provided for the charging to the Account of the principal 
owing on March 31, 1970 on loans made pursuant to section 70 of the Indian Act, 
R.S., c. I-6. The amount so charged was $4,154,000. Included were 59 accounts 
amounting to $16,400 which were subsequently written off under the authority of 
section 18 of the Financial Administration Act. 


The balance of the Account at March 31, 1971, $6,167,000, represented 1,236 
loans including 263 new loans made during the year with outstanding balances of 
$2,381,000 at that date. 


265. Advances, loans and investments—Domestic—M scellaneous—Dominion Coal 
Company Limited. In previous Reports (paragraph 229 in 1970) we have drawn 
attention to arrears of principal and interest on loans made under the provisions of 
the Coal Production Assistance Act, 1949, c.29, administered by the Dominion Coal 
Board. On May 1, 1970 the Act was repealed and the Dominion Coal Board 
dissolved. The loans are now administered by the Department of Energy, Mines and 
Resources. 


Particular reference was made to loans totalling $7,261,000 made to the Domin- 
ion Coal Company Limited in the period November 1950 to July 1963. These loans 
have been in default since December 31, 1964 and the principal still owing amounts 
to $4,522,000. Interest in default at March 31, 1971 amounted to $625,000. 


The Cape Breton Development Corporation, a Crown corporation, took over 
certain of the Company’s properties and operations in 1968 but the cost of acquisi- 
tion has not yet been agreed on. We understand that the principal and interest in 
default are to form part of the final settlement. (See paragraph 74 of this Report.) 


Deere 
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266. Advances, loans and investments—Domestic—Miscellaneous—Saint John 
Harbour Bridge Authority. In July 1966, with the approval of the Governor in 
Council, Canada entered into an agreement with the Province of New Brunswick, 
the City of Saint John and the Saint John Harbour Bridge Authority for the 
financing, construction and operation of a toll bridge across the harbour at Saint 


John, N.B. 


Subsequently, under authority of Vote L106b, Appropriation Act No. 7, 1967, 
1967-68, c.8, Canada advanced $15,250,000 to the National Harbours Board to enable 
it to purchase debentures issued by the Authority to finance the cost of constructing 
the bridge. Additional loans of $3,800,000 were made direct to the Authority through 
the Municipal Development and Loan Board, of which $950,000 has been forgiven 
pursuant to the Municipal Development and Loan Act, 1963, c.13. These loans bear 
interest at rates between 5 1/4% and 8 1/2% and are repayable over a period of 50 
years. 


It was anticipated that in the initial years the cost of operation would exceed 
the revenue from tolls and accordingly Vote L10le, Appropriation Act No. 4, 1966, 
1966-67, c.6, provided a total of $10 million for advances to the Authority in each 
fiscal year, based on the difference for the year between the operating and financing 
costs of the toll bridge and the actual revenue of the Authority, as determined 
pursuant to the agreement. These advances are repayable when the actual revenue 
of the Authority for a fiscal year exceeds the amount of the operating and financing 
costs for such year. At March 31, 1971 a total of $3,051,000 had been advanced to the 
Authority to cover the excess of operating and financing costs over revenue. Interest, 
at rates from 5 7/8% to 8 1/2%, is charged on portions of these advances. 


Altogether Canada has advanced a total of $22,101,000 to the Authority of 
which $124,000 has been repaid, and $950,000 has been forgiven by the Municipal 
Development and Loan Board, leaving a total owing to Canada at March 31, 1971 of 
$21,027,000 plus deferred interest of $8,000. The three loans making up this total 
have been recorded under three separate headings in the schedules to the Statement 
of Assets and Liabilities of Canada, as follows: 


Advances, loans and investments—Domestic— 
Loans to, and investments in, Crown corporations: 


Nation alt Harbour Oar B Aeris Fahey S54 Gwen weasel Soe ws $ 15,196,000 
Municipal Development and Loan Board—Advances............. 0.00000 eee eee 2,780,000 
Miscellaneous: 

Department of Finance— 
EAU ICP INI Ch Bitte NUR olson e a cay co stealoap ora ew eh ol awed ance ORO eA GAS = he ide 3,051,000 
Doetervced intorestia ey AS ae Paks ales, ae RRR Pe ead 2 2 capneras. oe fF orra ee wees 8,000 
3,059,000 
$ 21,035,000 


The excess of the operating and financing costs of the Authority over its 
revenue is due solely to the requirement that there be annual payments of principal 
and interest on loans from Canada. These payments which totalled $3,517,000, 
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comprising interest of $3,393,000 and principal of $124,000, were financed to the 
extent of $466,000 from Authority revenue. The balance of $3,051,000 was advanced 
by the Department of Finance to enable the Authority to meet interest and 
principal repayments on the two other government loans. These two loans thus 
appear to be revenue-producing assets whereas in fact they are not, and a parliamen- 
tary appropriation of funds is necessary to permit the recording of interest and 
principal payments. 


267. Advances, loans and _ investments—Domestic—Miscellaneous—Loans _ to 
ground-fish processors. Fisheries and Forestry Vote L32b, Appropriation Act No. 1, 
1969, 1968-69, c.23, authorized loans to assist processors of ground-fish in Canada, 
who are unable to obtain sufficient financing on reasonable terms from other 
sources, to maintain raw fish prices at the 1966-68 level. The loans are available in 
an amount not exceeding the total of deficiency payments received by the processor 
from the Fisheries Prices Support Board in 1968. No repayment of the principal 
amount of the loan 1s required for five years and payment of the interest may also 
be deferred for a like period. At the end of that time the loan becomes payable in 
accordance with terms agreed upon when it was made, within a maximum repay- 
ment period of ten years. 


During the year two loans amounting to $360,000 were made at 8 3/4% interest 
and one loan of $1,600 was repaid. There were 41 loans totalling $3,575,000 outstand- 
ing at March 31, 1971. 


268. Advances, loans and investments—Domestic—Miscellaneous—Emergency 
lodns to fishermen. Fisheries and Forestry Vote L6a, Appropriation Act No. 4, 1970 
1970-71-72, c.4, provided $1,834,000 for: 


Loans to commercial fishermen and fish plant workers in accordance with agreements with the 
provinces, for the purpose of income maintenance during the 1970-71 fishing season because of 
closure of the fishery due to mercury pollution. 


Under this authority a total of $1,296,000 was paid to four provinces as follows: 


Number 

of loans Amount 
Mehato beak) ono 2s hc CRS i eis war Rohs ep cee ee ee 1,038 $ 952,000 
OWCALIO soe ea ob aes GEG Beem UN ON SE iG ee: ee 125 193 ,000 
QUEBEC RIESE TT ses Seat ree 2 NEI Ih er Fah Aes arial g. Aree ai vig Ce 190 142 ,000 
SASK AECHO WAM: so..lene wos ak hee ee ot CE EE IEICE, BUEN, ER AE 63 9 ,000 


1,416 $ 1,296,000 


The arrangements were that the provinces would administer the program and 
Canada would pay one-half of the amount of the loans made and share equally the 
net amounts recovered. The agreement with the Province of Manitoba also provided 
for assignment to the Province of an eligible participant’s right to sue the party 
allegedly responsible for the pollution, while Quebec and Saskatchewan agreed to 
ensure that legal steps would be taken against polluters when and if such action were 
feasible. 
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In our opinion, the amounts disbursed during the year are not loans to 
fishermen but are payments to provinces of 50% of the provinces’ disbursements 
under an assistance program. As such, the amounts should have been charged to 
expenditure rather than being set up as current assets on the Statement of Assets 
and Liabilities. 


We also question that Vote L6a provides authority for the payments as made 
because : 


1. The “loans” were made by the Provinces to fishermen and fish plant workers and the Federal 
Government holds no acknowledgment from the ultimate recipients. 


2. The agreements make no reference to interest on the “loans” or to repayment dates. 


3. The recipients of the ‘loans’ are not expected to repay them. Recovery is to be by the 
Provinces by means of action against polluters. 


These ‘‘loans’’ do not meet the criteria of being readily realizable or revenue- 
producing which, according to an explanatory statement appearing in the introduc- 
tion to the Public Accounts, are followed in the preparation of the Statement of 
Assets and Liabilities. (See paragraph 239 of this Report.) 


269. Advances, loans and investments—External—Loans to national governments— 
Special assistance loans to developing countries. Since 1964-65 Appropriation Acts have 
authorized a total of $633 million in special loan assistance to developing countries 
and agreements to lend have been entered into with 35 countries, three regional 
development banks and one group of three countries. At March 31, 1971, $287,700,000 
had been disbursed to 34 signatories under these loan agreements, an increase of 
$113,944,000 in the year. Fifteen countries had received two or more loans. The loan 
disbursements may be classified as follows: 


March 31,1971 March31, 1970 


Repayable over 40 years, following a grace period of 10 years from the 
date of execution of each agreement— 


dniercst (ree — OO JOADS:. ete cie ea eodse Laid semen + Sree aes $ 228,359,000 $$ 124,862,000 
Interest at 2 of 1% per annum, on the amount of the loans com- 
mitted less repayments—28 loans........... 00.0. 0e cence 39 , 429 ,000 36 ,380 , 000 
Repayable over 30 years, following a grace period of 10 years— 
Interest-free—1 loan.................. Bijan) Metin Lk one aande 978 ,000 878 ,000 


Repayable over 30 years, following a grace period of 5 years— 
Interest at 2 of 1% per annum,-on the amount of the loan com- 


mitted less repayments loan. . 22/0229. Uae Us: ok gots o coe 3,240,000 3,240,000 
Repayable over 23 years, following a grace period of 7 years— 

Interest at 30% per ennum—19 loans a0 4 occa ne ee hs 12,094 ,000 4,972,000 
Repayable over 20 years, following a grace period of 5 years— 

Interest-at 69%" per- annum bh loans aie tei ces ton ee eee 3,424,000 3,424,000 


6cs 


Interest-free advance to the Asian Development Bank repayable “if 
and when Canada decides to withdraw its advances or if and when 
the Bank (or Special Fund) ceases operations”.................. 176 ,000 on 


$ 287,700,000 $ 173,756,000 
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270. Deposit and trust accounts—Other—Public Officers Guarantee Account. The 
Public Officers Guarantee Account, established by section 98 of the Financial 
Administration Act, provides that payments may be made from the Account by way 
of indemnity for losses suffered by Her Majesty or others by reason of defalcations 
or other fraudulent acts or omissions of public officers. On January 19, 1967 the 
Treasury Board directed that unless losses due to defalcations can be recovered in 
the fiscal year in which they occur, the Board’s authority to re1mburse the losses 
from the Account is to be sought before the year-end. 


Two losses totalling $1,186 were charged to the Account during the year. The 
first was a $919 loss which had occurred in 1968-69 and the second was a $217 loss 
which occurred during the year. With respect to a $901 loss noted during the year, 
the Department of Indian Affairs and Northern Development on March 29, 1971 
requested Treasury Board approval for its transfer to the Account, but it was June 38, 
1971 before this approval was forthcoming and the transfer was made in 1971-72. 
Despite the long-standing Treasury Board directive referred to above, the following 
departments had failed to initiate the transfer to the Account of 15 losses totalling 
$12,879 at March 31, 1971 (see paragraph 211 of this Report): 


Losses discovered in 


1970-71 Prior years 

Department Number Amount Number Amount 

xtermel Aiialte Ge peventrr tess... denier raiment ates: Beet: $ 1 $ 384 

Indian Affairs and Northern Development............ 1 308 

ADSL resi! Si RR 2 0 Pn eho sp, Bgl Oy Ol Rad ER nen 1 100 

Lid OUTER de Soh eayd TE Ba OPR eatin In a SAD Ee 2 1,624 

National Defence ise a aeaieek he Geese ey i ere 2 1,562 4 IVIZZ 

National Revenue—Customs and Excise....... sae Ries 2 74 1 6,536 
PBT OR EEN, cf AEE, 8 or, Mee 5 55 5. 4s ish ed oe trate Y he 1 1,164 

5 $ 2,800 10 $ 10,079 


271. Annuity, surance and pension accounts—Canadian Forces Superannuation 
Account. Section 27 of the Canadian Forces Superannuation Act, R.S., c. C-9, 
requires that at least once in every five years an actuarial report on the state of the 
Canadian Forces Superannuation Account be laid before Parliament. The latest 
valuation of the Account was at December 31, 1965. We understand that an actuarial 
valuation as at December 31, 1970 will be completed early in 1973. 


272. Annuity, surance and pension accounts—Royal Canadian Mounted Police 
Superannuation Account. Section 25 of the Royal Canadian Mounted Police Supe- 
rannuation Act, R.S., c. R-11, requires that at least once in every five years an 
actuarial report on the state of the Force’s Superannuation Account be laid before 
Parliament. The latest valuation of the Account was at December 31, 1964 and, in 
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paragraph 232 of our 1970 Report, we stated that an actuarial valuation at December 
31, 1969 was being made. This valuation has not yet been completed. 


273. Annuity, wnsurance and pension accounts—Social security accounts—Unem- 
ployment Insurance Fund. The amount of $25,056,000 shown as the liability with 
respect to the Unemployment Insurance Fund represents only the cash portion of 
the Fund which was on deposit with the Receiver General at March 31, 1971. At that 
date the Fund amounted to $323,637,000 and the liability was understated by 
$298,581,000 because the other assets, including $315 million of non-negotiable 
Canada bonds, and liabilities of the Fund were not included in the Statement of 
Assets and Liabilities. 


274. Undisbursed balances of appropriations to special accounts—Other—Centenni- 
al of Confederation Fund. This Fund, established by the Centennial of Canadian 
Confederation Act, 1960-61, c.60, to promote interest in, and to plan and implement 
programs and projects relating to, the Centennial of Confederation in Canada, had 
a balance of $848,000 at April 1, 1970. During the year $47,000 granted to a province 
for approved projects was charged to the Fund, leaving a balance of $801,000 at 
March 31, 1971. Although it had been expected that the balance would not be 
required, an additional claim of $7,900 has since been received. 


275. Unmatured debt. Included in the unmatured debt, amounting to $25,201 
million at March 31, 1971, are the following treasury bills and bonds totalling $5,274 
million which mature within the ensuing fiscal year: 


Treasury bills due within— 


TPeetBONt Ns. Acie, ve et wearer] etre eied, Praha i ante. aot S eee Rte $ 2,145,000,000 
SL OA CULES 8) MECN ete os ret RRR NO PEE ER CAL AE CLONE Lc oe ees Gra sk 1,115,000 ,000 
ESRD ESPN Seemed Wana OeeRet er Ee Te CUR SLE 5. SOP ERE EN Pam NY MTN Seay Khost 475,000 , 000 
3,735,000 , 000 

Oe OIm AE Ari: 1 Pt Od Wit lk Oe as i nee ee Ry ce eRe 225 ,000 , 000 
DRA LOOR CUE ADT L, LOLLY ag ocr ives isos 'o < Das RUN St nso A a 200 , 000 , 000 
ORC M I OO4CUe UNG A yl Later (rege poi srg ie ae ERI Ne ol RA yeaa ats we 350,000 , 000 
‘VOR ESTa OS EUR UE A FE Con ROU AO Re ee Re ETS, <r ee eR RR er Or nN aera ac oper 75,000,000 
Doanolei Os duetMctoner. |. 107] este oa ie Gee er ne eee Cannan ie 200 , 000 , 000 
Peansor ior due October Ie 1071. ro. tak so kceis eon eaten tue ete es ocak os aly eee 170,000 ,000 
Waneds oavines Bonds, 1961,"due November 1, 197lw4e1. 0.2. 0-2. e soa w eae 33 ,667 ,000 
POaniotel Oo due December: 1519 FAS: TS Ad. AR ee SL a: 285 , 000 , 000 


1,538,667 ,000 


$ 5,273,667 ,000 


Although debt falling due within one year is normally regarded as a current 
liability, no portion of this unmatured debt, $2,995 million of which falls due within 
the first three months of the ensuing year, has been included with the ‘“‘Current and 
demand liabilities” in the Statement of Assets and Liabilities at March 31, 1971. 
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276. A Crown corporation, as defined by section 66(1) of the Financial 
Administration Act, is a corporation that is ultimately accountable, through a 
Minister, to Parliament for the conduct of its affairs. Departmental corporations are 
named in Schedule B to the Act and are responsible for administrative, supervisory 
or regulatory services of a governmental nature. Agency corporations are named in 
Schedule C and are responsible for the management of trading or service operations 
on a quasi-commercial basis or for the management of procurement, construction or 
disposal activities on behalf of the Crown. Proprietary corporations are named in 
Schedule D and are responsible for the management of lending or financial opera- 
tions, or for the management of commercial and industrial operations involving the 
production of or dealing in goods and the supplying of services to the public. 


277. The following paragraphs are concerned with agency and proprietary 
corporations to which sections 67 to 78 of the Act apply and certain other Crown 
corporations which have not been named 1n any of the Schedules to the Act. 


278. Section 75 of the Act requires each corporation to prepare, 1n respect of 
each financial year, a balance sheet, a statement of income and expense and a 
statement of surplus, containing such information as, in the case of a company 
incorporated under the Canada Corporations Act, R.S., c. C-32, is required to be laid 
before the company by the directors at an annual meeting. 


279. Section 77 of the Act requires the auditor of a Crown corporation to report 
annually to the appropriate Minister the result of his examination of the accounts 
and financial statements of the corporation and to state in his report whether in his 
opinion: 

(a) proper books of account have been kept by the corporation ; 

(b) the financial statements of the corporation 


(1) were prepared on a basis consistent with that of the preceding year and are in agreement 
with the books of account, 


(11) in the case of the balance sheet, give a true and fair view of the state of the corporation’s 
affairs as at the end of the financial year, and 


(111) in the case of the statement of income and expense, give a true and fair view of the income 
and expense of the-corporation for the financial year; and 


(c) the transactions of the corporation that have come under his notice have been within the 
powers of the corporation under this Act and any other Act applicable to the corporation. 
In addition, the auditor is required to call attention to any other matter falling 
within the scope of his examination that in his opinion should be brought to the 
attention of Parliament. 
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280. Section 77 of the Act further requires that the annual report of the auditor 
be included in the annual report of each corporation, and section 75 directs that such 
annual report be submitted to the appropriate Minister within three months after 
the termination of each financial year and that it be laid before Parliament by the 
Minister within fifteen days after he receives it from the corporation or, if Parlia- 
ment is not in session, within fifteen days after the commencement of the next 


ensulng session. 


The financial statements of the various corporations, together with the related 


audit reports, are published in Volume III of the Public Accounts. 


281. The Auditor General is auditor of the following Crown corporations whose 
accounts and financial statements were examined for their financial years terminat- 


ing during, or coinciding with, the fiscal year ended March 31, 1971: 


Corporation 


Atomic Energy of Canada Limited. . 
Canada Deposit Insurance Corporation 
Canadian Arsenals Limited.......... 
Canadian Broadcasting Corporation. . 
Canadian Commercial Corporation. . 
Canadian Dairy Commission......... 
Canadian Film Development Corpora- 


Tie ee eens, Nak uw Pe 
Canadian Livestock Feed Board...... 
Canadian National (West Indies) 


Srcamismips: Minmitedr osetia! 
Canadian Overseas Telecommunication 
COPDOTALION Ch OPO MOMs ee He ueiieyy 
Canadian Patents and Development 
Lede, FOO Bas et vg 5 


Canadian Saltfish Corporation........ 
The Company of Young Canadians... . 
Crown Assets Disposal Corporation. ... 
Defence Construction (1951) Limited. . 
Eldorado Aviation Limited........... 
Eldorado Nuclear Limited.... 
Export Development Corporation..... 
Farm Credit Corporation. . 
Freshwater Fish Marketing Gorporetion 
The National Battlefields Commission. 
National Capital Commission... ' 
National Harbours Board............ 
Northern Canada Power Commission. . 
Northern ‘Transportation Company 
Limited and subsidiary company. . 


Reporting Minister 


Energy, Mines and Resources 
Finance 

Supply and Services 
Secretary of State 

Supply and Services 
Agriculture 


Secretary of State 
Agriculture 


Transport 
Communications 


Chairman of the Committee of the Privy 
Council on Scientific and Industrial Re- 
search 

Fisheries 

Secretary of State 

Supply and Services 

National Defence 

Energy, Mines and Resources 

Energy, Mines and Resources 

Industry, Trade and Commerce 

Agriculture 

Fisheries 

Indian Affairs and Northern Development 

Minister of State for Urban Affairs 

Transport 

Indian Affairs and Northern Development 


Transport 
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Corporation Reporting Minister 


Polymer Corporation Limited and sub- 

Sidiary ‘COM PETIESs 4455) fue shinee ae Supply and Services 
ROVAl Canadian VUNG: odes weeny oe on Supply and Services 
St. Clair River Broadcasting Limited.. Secretary of State 
The St. Lawrence Seaway Authority... Transport 
The Seaway International Bridge Cor- 

DOLATIOIIN UC ae ae.) ate ee Os Or Transport 


282. The Centennial Commission ceased to exist on April 1, 1968 and the 
Secretary of State was authorized to close out the affairs of the Commission. 
Financial statements covering the transactions of the Secretary of State concerning 
the affairs of the Commission for the year ended March 31, 1971 have been reported 
on and are referred to in paragraph 297 of this Report. 


283. Since the Auditor General has not been appointed the auditor or the Joint 
auditor of the following Crown corporations and public instrumentalities, their 
accounts were not examined by him during the year: 


Corporation or Instrumentality Reporting Minister 

PTY QIN Aime ee eerie a peck lds or ce Transport 
BankrohCangdas er we ell. pee Te Finance 
Canadian National Railways......... Transport 
The Canadian National Railways Secu- 

PIMOS PL TUSY ae eee hc 5 a ae Transport 
The Canadian Wheat Board.......... Hon. Otto E. Lang 
Cape Breton Development Corporation Regional Economic Expansion 
Central Mortgage and Housing Corpo- 

TEE ACY ele pte ge Sorat iclusrearas bia a On Pia oa Mbt Hon. Robert Knight Andras 
Industrial Development Bank........ Finance 


284. The paragraphs that follow deal with the various corporations audited by 
the Auditor General. In each case an introductory comment describes briefly the 
origin of the corporation and the nature of its activity followed by comments 
regarding the Crown’s equity in the corporation, a summary of the operations for 
the year in comparison with the preceding year, and any other matter which might 
be of interest to the House of Commons. 


285. Atomic Energy of Canada Limited. This Company was incorporated in 1952 
under the Canada Corporations Act, R.S., c. C-32, pursuant to authority contained 
in the Atomic Energy Control Act, R.S., c. A-19, to carry out research and develop- 
ment in nuclear power technology and allied fields and to promote uses of atomic 
energy. 


The head office is in Ottawa. The Commercial Products Division of the 
Company has offices and a manufacturing plant at South March, Ont., and a 
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laboratory in Ottawa. Nuclear generating stations are located at Rolphton, Ont., 
and Douglas Point, Ont., and are under construction on cost-sharing bases at 
Gentilly, Que., and Pickering, Ont. Nuclear reactors and research and development 
laboratories are maintained at Chalk River, Ont., and at the Whiteshell establish- 
ment in Manitoba. The Bruce heavy water plant and an auxiliary steam supply 
plant are under construction at Douglas Point, Ont. Shopping centres, housing, staff 
hotels, and hospitals at Deep River, Ont., and Pinawa, Man., were constructed for 
the employees of the Chalk River and Whiteshell establishments. A Power Projects 
group, located at Sheridan Park, Ont., and Peterborough, Ont., is responsible for the 
engineering, development, construction and management of nuclear power generat- 
ing projects. Radioisotopes produced in the Company’s reactors, and equipment 
designed and built by the Company to use these radioisotopes, are marketed 
throughout the world. Under specific parliamentary authority, a transmission line in 
connection with the Nelson River hydro-electric power project is being erected by 
the Company in accordance with an agreement between Canada and the Province of 
Manitoba. 


The Crown’s equity in the Company at March 31, 1971, and at March 31, 1970, 
comprised: 


March 31,1971 March 31, 1970 


Loans and accumulated interest for— 


- Nelson River transmission line.....................- ty es ta $ 151,089,000 $ 93,304,000 
Pickering nucjear power station. a).4% . gid. .apggs.. i 4.4 beer: 98 , 544,000 64,676,000 
Geniuive nc leat NOWer SLatiOl.. 72 it. pea bs. ey eae ec toeas : 85,528,000 63 , 549 ,000 
Bruce eavy water plants o Aas. a ee eee aw Bitbhe hos es 79 , 963 , 000 25,850,000 
Douglas Point nuclear power station.................2.0000- 77 , 596 , 000 77,596, 000 
Housing projects and commercial buildings................... 18,946,000 18,026,000 
DrUce aIxbary steant: Dial os dhe uad ocsr actun Gans alas GA ot 12,392,000 — 
PICA IWATeT TOV EULORY sys arti p cute ante oes aoe elo ete SIS AN at 10,000,000 10,000 , 000 


534,058 , O00 353,001 , 000 


CONES Vg oS, Be On mR es ERT rains ay Weta Oe eRe RET ae Oars 15,000,000 15,000,000 
Pre TA INCU LOATTINAGS 6 Metis ee Oger Fh care Batak is AG Ae orelate an Se ch ORES 1,594,000 2,519,000 


$ 550,652,000 $ 370,520,000 


Not recorded as equity of the Crown is the cost of the Company’s research 
facilities, $232,062,000, which has been charged to parliamentary appropriations and 
to retained earnings. 


The Nelson River transmission line which will extend from Kettle Rapids to 
Winnipeg, a distance of 556 miles, is under construction at a cost estimated at $194 
million and is scheduled for completion in 1974. The Company will retain ownership 
of the line and will lease it to Manitoba Hydro at rates sufficient to retire the loans 
from Canada with interest over a period of fifty years. 
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The Company’s portion of the cost of the Pickering nuclear power station is 
expected to be recovered from the Hydro-Electric Power Commission of Ontario but 
this is dependent on the success achieved in the operation of the station. 


After the Gentilly nuclear power station has been established as a safe and 
dependable source of power, it is to be sold to the Quebec Hydro-Electric Commis- 
sion at a price calculated to make the estimated future cost of energy produced 
equal to that from a fossil-fired conventional thermal generating station. Whether 
the sale price will be sufficient to permit the Company to repay the loans remains to 
be determined. The station is not yet on an operational basis. 


The loans from Canada with respect to the Bruce heavy water plant and the 
Bruce auxiliary steam plant are to be retired from revenue obtained from the sale of 
heavy water. 


Originally the Douglas Point nuclear power station, which had been constructed 
earlier, was to be sold to the Hydro-Electric Power Commission of Ontario under an 
arrangement similar to that for the Gentilly station. However, the role of the 
Douglas Point station in the next few years is to be altered in that, in addition to 
producing electricity for the Hydro-Electric Power Commission of Ontario, it 1s to 
produce steam for the Bruce heavy water plant. Thus, although the contract with 
the Commission for the sale of the plant is still in effect, 1t 1s not known when, if 
ever, the sale is to take place or when the loans will be repaid. The station earned 
revenue of $5.3 million in 1970-71 from the sale of electricity but incurred an 
operating loss of $3.1 million exclusive of depreciation. If anticipated reductions in 
future operating costs and increased revenue from the sale of steam are achieved, 
any excess of revenue over operating costs 1s to be applied as repayment of the 
loans. 


The loans from Canada with respect to housing projects and commercial 
buildings are being repaid in accordance with established schedules. 


A comparative summary of income and expense of the Company for the past 
two years follows: 


Year ended March 31 


1971 1970 
Research program— 
OODSTALIDY CXPENSe: Frac tips ce ke. weaeots ahet te. keeled 2 pega, $ 86,622,000 $ 78,492,000 
Gross income from engineering services, housing accommodation, 


hospitals, sales of. steam, éte..4/T. 2 Tubs. ae Hoke ee bers 6:4 20 , 594,000 17,196,000 


EixGese Of Expense OVEN MCOMIe s+ att «ce ae een ore a tne rome antes ce. $ 66,028,000 $ 61,296,000 
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Year ended March 31 


1971 1970 
Portion of excess of expense over income provided for by Energy, 
Mines and Resources Vote 40 (Vote 65 in 1969-70).......... $ 63,869,000 $ 61,296,000 
ess; Ammons rebundablec: sleet Pin bealaee ie ok Pee aet 58 , 000 — 


63,811,000 61,296,000 
Portion of excess of expense over income not provided for—to be 
recovered from a future parliamentary appropriation......... 2,217,000 — 


$ 66,028,000 $ 61,296,000 


Capital expenditure provided for by: 
Energy, Mines and Resources Vote 45 (Vote 70 in 1969-70) ..$ 5,131,000 $ 7,704,000 
Pret alnee eat ings ee ee eee See er ee eM ee 1,382,000 1,023 ,000 


$ 6,513,000 $ 8,727,000 


Commercial operations— 


POC OUIC Orc ots oe eee een Nema A CULE AIST et iced! aa) scitte® TAR ERE Wate $ 10,039,000 $ 11,244,000 
Expense: 
OR TEE MALES oe Bete oe Me tA en oa a tae UG duh he ha 6 , 234,000 6 , 362 , 000 


Research and development, selling and administration....... 4,234,000 4,846,000 


10, 468 ,000 11,208,000 


Heese or eOXPENse OVEL INCOME. wiscisc.s ane lewiedato al nds wwoelea- $ 429,000 $ (36,000 ) 


The increase of $8,130,000 in the operating expense of the research program was 
due mainly to: increases in salaries, wages and employee benefits, $2,382,000; the 
cost of heavy water technology, $2,217,000, for which there was no counterpart in the 
previous year; and increases in the cost of materials and supplies, $2,034,000. 


The increase of $3,398,000 in gross income from engineering services, housing 
accommodation, hospitals, sales of steam, etc., was due mainly to a further increase 
in the sale of engineering services by the Power Projects group. 


The reduction in the income and expense of the commercial operations was due 
mainly to a reduction in sales of medical products. 


286. Canada Deposit Insurance Corporation. This Corporation was established 
by the Canada Deposit Insurance Corporation Act, R.S., c. C-3, to provide deposit 
insurance for the benefit of persons having deposits with federally incorporated 
institutions and those provincially incorporated institutions with which the Corpo- 
ration enters into contracts, and to accumulate, manage and invest a Deposit 
Insurance Fund and any other funds accumulated as a result of its operations. The 
head office is in Ottawa. 


The Corporation is administered by a Board of Directors consisting of the 
Chairman, appointed by the Governor in Council, and the incumbents of the offices 
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of the Governor of the Bank of Canada, the Deputy Munister of Finance, the 
Superintendent of Insurance and the Inspector General of Banks. There were 73 
member institutions whose customers’ Canadian currency deposits, to a maximum of 
$20,000, were insured by the Corporation. These member institutions comprised 10 
banks, 20 federally and 7 provincially incorporated trust and loan companies 
supervised by the federal Superintendent of Insurance, and 36 other provincially 
incorporated trust and loan companies. 


Sections 21 and 22 of the Act require that the affairs of member institutions be 


examined at least once in each year. The banks were examined and reported on by | 


the Inspector General of Banks and the trust and loan companies by the Superinten- 
dent of Insurance. 


Deposits insured by the Corporation, based on returns made by member institu- | 


tions during 1970, totalled $24.5 billion comprising deposits of $22.1 billion in federal 
institutions and $2.4 billion in provincial institutions. 


The Crown’s equity in the Corporation at December 31, 1970 was $21,602,000 
comprising capital stock, $10,000,000, loans, $8,500,000, and accumulated net earn- | 


ings, $3,102,000. 


The balance of the Deposit Insurance Fund at December 31, 1970 was $27,936,- 
000 including $8,176,000 of premiums assessed members in respect of the premium 
year ending April 30, 1971. 


A comparative summary of income and expense for the past two years follows: 
Year ended December 31 


1970 1969 
Income— 

Tnteresonwnvestinen ts: 2s Bic ae os eos ee ee a Sk et $ 1,567,000 $ 1,370,000 
Interest on loans, to member mstitutions... >... ..<.4 oteae ean cous 1,722,000 7.clL 000 
3,289,000 2,481,000 

Expense— 
Mterest,00 Sa vances tron GANAS 24 nto ects ee do ah nes eh 1,101,000 804,000 
Inspection fees and expenses <o.. a.4=.2 a. auerariyiles Por a+ aera eee 73,000 90 , 000 
Salaries and em ployee DENGHIS:; 2.20 us ate we gs ee ees 66 , 000 67 ,000 
COLA ite) gente ee ed UE ERT Per ER RT SC Ate, ogg. Bete farmadg int, ets ai otek 84,000 70,000 
- 1,324,000 1,031,000 
FUXCESS OfINCOme OVE CXDGUSE on cece ac) cat eee Me ede eee eee en ee $ 1,965,000 $ 1,450,000 


Although the accumulated net earnings of $3,102,000 at December 31, 1970 were | 
sufficient to meet the amount of a dividend, which the Corporation may declare — 


under section 36 of the Act, no dividend was declared. 


The Corporation has been designated a proprietary corporation and as such is | 


subject to income tax. However, Order in Council P.C. 1968-10/585 of March 28, 1968 
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remitted, under section 17 of the Financial Administration Act, any income tax 
payable by the Corporation. 


287. Canadian Arsenals Limited. This Company, with its head office in Ottawa, 
was incorporated under the Canada Corporations Act, R.S., c. C-32, pursuant to 
authority contained in the Department of Reconstruction Act, 1944, 1944-45, c.18. 
The main objects of the Company are the operation, maintenance and supervision 
of arsenals and other plants for the production of military stores and equipment. 


At March 31, 1971 the Crown’s equity in the Company consisted of a working 
capital advance of $4,500,000. 


During the year the Company was the custodian of and operated two Crown- 
owned plants which cost $33 million. The operating results for the past two years are 
shown 1n the following summary: 


Year ended March 31 


1971 1970 

Income— 
Sol OC Ree ee. eae Lee Eee. coe vou es . 2 eA ES. sek ed $ 4,895,000 $ 7,655,000 
A ISCELMCOUSC. canc Aa 0 Whe, aera Re ARNE Se Ra eA Sls 360 , 000 3/7 ,000 
5,255,000 8,032,000 

Expense— 
OSUTOISS ICRU rs nae en hs ees ee eee ee Boban ae kena A are 6,391,000 7,922,000 
PACTS CIOL ten eat de PP te nts eae hee le oe om rade ee ote 335,000 343 ,000 


6 , 726 , 000 8,265,000 


Excess of expense over income provided for by Supply and Services Vote 15 
NEE ee aE EOS =A) be aca chet es Gitte al dnd ers Oi Pid a SURE tol Anal $ 1,471,000 $ 233,000 


The decrease in sales and cost of sales was due to a lower volume of business 
with customers in the private sector. 


Unfilled sales orders at March 31, 1971 amounted to approximately $4.3 million 
as compared to $6.7 million at the end of the previous year. 


288. Canadian Broadcasting Corporation. This Corporation was established in 
1936 and, under the Broadcasting Act, R.S., c. B-11, operates national television and 
radio broadcasting services and an international shortwave service. The head office 
is in Ottawa and regional offices are located in St. John’s, Halifax, Quebec, 
Montreal, Ottawa, Toronto, Windsor, Winnipeg, Edmonton and Vancouver. 


Capital expenditure during the year amounted to $30,335,000 which was 
financed with surplus funds of $12,933,000 remaining from parliamentary appropria- 
tions for the Corporation’s operating expenses in the past two years, working capital 
of $12,005,000, proceeds from the sale of capital assets, $97,000, and additional loans 
of $5,300,000. This capital expenditure is classified as consolidation of facilities, 
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$21,394,000, improvements to coverage, $3,515,000, and additions and replacements, 
$5,426,000. The accumulated cost of capital assets, $215,860,000, 1s financed to the 
extent of $111,005,000 by loans from Canada which bear interest varying from 54% 
to 83% and are each repayable in 20 equal annual instalments (see paragraph 55 of 
this Report). 


Included in capital expenditure is $55,575,000 expended during the past twelve 
years In connection with the planned consolidation of facilities in Moncton, Mont- 
real, Ottawa, Toronto and Vancouver. The Corporation’s estimate at March 31, 1971 
of the future cost of consolidation of facilities was $103,300,000 of which, subject to 
the provision of funds by Parliament for the purpose, approximately $18,000,000 will 
be expended during the year ending March 31, 1972 and $85,300,000 in subsequent 
years. 


At March 31, 1971 the Crown’s equity in the Corporation was $137,812,000 
represented by the net book value of capital assets, $132,586,000, working capital, 
$2,995,000, investment in a subsidiary, $1,600,000, and deferred charges, $631,000. 


A summary of the source and application of the Corporation’s funds in 1970-71 
follows: 


Source— 
Parliamentary appropriations: 
Operatin ee eralingsanen fetes Anta ome mes 2h ule EO, Oe Rees $ 166,000,000 
Oarsiiie Sian e SOCUUIOUIE : o)c ate oe oe megs oa-c 94 &o4, a een Mae Le ea 5,300,000 
171,300,000 
PANE ALES roca OS aR ONCE Y an ee EN MMR ed Jy tae Ne Se EE 45,061,000 
PISMLECIATIOUC ANG AMIGT IAA ROWS cst iie pi. tends id <.y lece swank ard! Rome RAR ene ao oR Ee 11,034,000 
Miscellaneous—including proceeds from sale of assetS..............0 000 eee eueee 2,502 , 000 
TLCCOVETY UL DOI Onl 8 Ox DONCITURE Sh Y ot hd ac a a es my ae ee eee 962 ,000 
TICCREABE AT: WON ICT CATE sea a coi oe eo So it gee he pcre ee en 23,915,000 
$ 254,774,000 
Application— 
Total operating expenne sy. . sss cc cte oe ao Nid as ne MOE RAO BARU I eee $ 218,139,000 
PUCIGICIONS FG: CAPITA NESE tac vis oe ooh ah hos woe, alk De Re oN Sn. en oe ec 30 , 335,000 
Repayment of capitaljoanss. ba: wiepaycad SRR Leet al ha eee ae 6 , 300,000 


$ 254,774,000 


The following 1s a summary of the net cost of operations for the past two years: 
Year ended March 31 


1971 1970 


Expense— 
Cost of production and distribution: 
Prograris. Aabh: BAA ae, Aol ace foe alee ce wane Li aa: $ 135,040,000 $ 128,072,000 
RUE WINE ATI UE EOL ELON © sages a) eosin at none pee Ra ea Ae 8 17,819,000 16,722,000 
SLAtIOn sGransriiselOIn Ash. Sid da «Aten. te ee Ee ALP otal oe Gist ae 11,162,000 10,842 ,000 
Payments (0, private sha lions oo 3 betes he Ue wa 5,148,000 5,725,000 
Commissions to agencies and networks................... 5,056 ,000 5,383 ,000 


174,225 ,000 166,744,000 
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Year ended March 31 


1971 1970 

Operational supervision and services........................-$ 17,812,000 $ 16,840,000 
WERUOTOUGL RCT VICES SOOT ins Otis oa eee ic tee re cit Se eek nee 4,401,000 4,326,000 
POT SERCY: HTOAUACASTINE hei. oc onchange de whee ae eo 204 ,000 418,000 

196,642,000 188,328,000 
Selling and general administration...................0020e0e- 14,062,000 13 , 637,000 
Interest on loans to finance the acquisition of capital assets... .. 7,435 ,000 6,068 ,000 

218,139,000 208 , 033 , 000 

Income— 

PREIVOTLISING PEVENUC, CLC. 5. a yy sak son Ge 2 ON Eo Baio whic ee ae wept 47 , 466 , 000 48,909 ,000 


EOTEC OS EOILO DET O UNE tlhe heli «wane un iohgtanth aicieu a Mouiart aaa 6 eas $ 170,673,000 $ 159,124,000 


The major items contributing to the increase in expense were salaries and wages, 
$6,183,000, other employment expense, $412,000, and performers’ fees, authors’, 
composers’ and other rights, $1,205,000. The increase in salaries and wages was due 
to salary increases and increased expenditures for casual wages, vacation relief, and 
retiring allowances brought about through reductions in permanent staff. Personne! 
on strength at March 31, 1971, including temporary and part-time staff, was 9,117 
compared with 9,098 at the previous year-end. 


Expenditures incurred in connection with future programs are recorded as 


current assets of the Corporation until such time as the programs are broadcast. 
These assets were as follows: 


March 31, 1971 March 31, 1970 


Programs completed and in process of production. .................. $ 7,753,000 $ 6,904,000 
aOR CL IU SAILS Weer, eee ie Oden cro Sted tater Siegen seve ania aed 2,705,000 3,371,000 


$ 10,458,000 $ 10,275,000 


These amounts are after giving effect to the following write-offs of expenditure 
Incurred in connection with programs which proved to be unsuitable because of 


technical difficulties, scheduling changes, pre-emptions, inferior quality, expiry of 
right, etc.: 


1970-71 1969-70 
Programs completed and in process of production...................000- $ 808,000 $ 291,000 
CUI ha DUEL RE on iit Wea O nT iy ir OU St Marea Sued pies on Meet ae Cae Remy A 177,000 115,000 
Script rights 


eS ate eit RM Ak are Ms Ms Ra hr Mk: hg Rm BN BRR ck ha 92 ,000 76,000 


$ 1,077,000 $ 482,000 
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On June 29, 1970 the Corporation, with the approval of the Governor in 
Council, acquired St. Clair River Broadcasting Limited (St. Clair) and on July 24, 
1970 invested $1.6 million in that Company. On the same date St. Clair entered into 
a partnership agreement with a private company to purchase, with retroactive effect 
from March 1, 1970, Windsor television station CKLW at a price of US$5 million. St. 
Clair has a one-quarter interest 1n the partnership. 


The operations of St. Clair from date of acquisition to March 31, 1971 resulted 


in a loss of $854,000 which included $784,000 as its share of the $3,135,000 operating | 
loss of the television station for the thirteen months ended March 31, 1971. (See | 


paragraph 70 of this Report.) 


The equity of the Corporation in St. Clair was therefore reduced from $1,600,000 © 
at March 1, 1970 to $746,000 by March 31, 1971. No provision for this loss was made 


in the accounts of the Corporation at that date but attention was drawn to it In a 
note appended to its financial statements. It should be noted that unless the losses 
experienced to date by the partnership are offset by subsequent profits the Corpora- 
tion, through its subsidiary St. Clair, will have to absorb the full loss of $3,135,000 
because of the requirement that on or before May 31, 1975 St. Clair purchase its 


partner’s share at cost, $3,750,000, plus accrued interest and its partner’s share of any © 


accrued profits to date of sale. 


289. Canadian Commercial Corporation. This Corporation was established in 


1946 by the Canadian Commercial Corporation Act, R.S., c. C-6, to provide procure- — 
ment services in Canada for the governments of other countries and for internation- | 
al organizations. Its head office is in Ottawa. During the year the Corporation’s | 


purchases on behalf of its customers totalled $180 million compared with $266 
million in the preceding year. 


The Crown’s equity in the Corporation at March 31, 1971 was $14,885,000, | 
consisting of a $10,000,000 working capital advance, $5,500,000 in interest-bearing | 
loans, and a $163,000 reserve for contingencies, less a loss of $778,000 on the | 


valuation of US dollar holdings at March 31, 1971. 


A comparative summary of the Corporation’s operations for the past two years | 


follows: 
Year ended March 31 
1971 1970 
Expense— . 
Estimated cost of administrative: servicesis wid ctede bac ak aus ee $ 5,140,000 $ 4,911,000 
Income— 
Interest earned on: 
UW eA U ATC YE RO eran Teh een Laver A tess Nea 9 1d a wat es 422,000 459 ,000 


ppecial progress payments to suppliers. / 5... 0.4.09 4 seh vos salon 95 , 000 157,000 
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Year ended March 31 


Me 7a 1970 


$ 517,000 $ 616,000 


ess; 1nverest On 1Oals 470M) CANAGS.”.* 250. brane ec ee ele es 327 , 000 327 , 000 
190,000 289 , 000 
NGtECOst Ol ODETAtlOus2 8 Was Red, aNd oe ee swale ie See ak eee $ 4,950,000 $ 4,622,000 
Net cost of operations provided for by— 
Supply and Services Vote 20 (Vote 40 in 1969-70)................. $ 3,675,000 $ 3,422,000 
Government departments which provided major services without 
CHAU TCe eet cic AD AA ASM sek Re er eee aie. et I Pa a oo 1,275,000 1,200,000 


$ 4,950,000 $ 4,622,000 


In 1967.the Corporation entered into an agreement with the Netherlands to 
supply 105 aircraft at a ceiling price notwithstanding the fact that the aircraft 
manufacturer was not committed to a firm or ceiling delivery price. Based on 
experience with similar aircraft produced for the Department of National Defence 
by the same manufacturer, it appears that costs could exceed the ceiling price. A 
footnote to the Balance Sheet as at March 31, 1971 draws attention to an agreement 
with a foreign government (the Netherlands) that carries with it certain risks which 
will likely result in a loss to the Corporation. 


290. Canadian Dairy Commission. This Commission, established by the Canadi- 
an Dairy Commission Act, R.S., c. C-7, consists of a chairman and two members 
appointed by the Governor in Council. Its head office is in Ottawa. The objects of 
the Commission are to provide efficient producers of milk and cream with the 
opportunity of obtaining a fair return for their labour and investment and to 
provide consumers of dairy products with a continuous and adequate supply of | 
dairy products of high quality. 


In carrying out its functions the Commission pays subsidies, under a quota 
system, direct to producers of manufacturing milk and cream on their deliveries to 
processing plants, and supports the domestic prices of butter, skim milk powder and 
cheese, by offering to purchase any surpluses at prescribed prices. Holdbacks from 
subsidy payments and, since December 1, 1970, levies received from Ontario and 
Quebec milk marketing boards on the market price paid to producers (in lieu of 
holdbacks) are applied against losses on export sales at world market prices. (See 
paragraph 71 of this Report.) 


The financial transactions of the Commission, other than those relating to 
administrative expense, are recorded in the Canadian Dairy Commission Account 
established in the Consolidated Revenue Fund pursuant to section 15 of the Act. 
The purchase of dairy products to support market prices was financed by means of 
loans from the Minister of Finance. 
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Loans to the Commission including accrued interest amounted to $24,220,000 at 
March 31, 1971. The Crown’s equity was $25,705,000 represented by cash on deposit 
with the Receiver General, $19,734,000, accounts receivable, $3,744,000, inventories of 
butter and skim milk powder, at the lower of cost or market value, $24,936,000, less 
subsidies and other accounts payable, $22,709,000. 


The following is a summary of the operations of the Commission for the past 


two years: 
Year ended March 31 


1971 : 1970 
Dairy price support program— 
Subsidies (gross) to producers of manufacturing milk and cream 
(net after holdbacks, $78,074,000; 1969—-70—$82,626,000).... $$ 102,835,000 $ 107,450,000 
Subsidies on disposal of surplus dairy products: 
Skiniiwmmlk powders Sf ket oe aes eee $ 20,938,000 31,471,000 
Cheese 5 St cil tees Cnc eee ha eee a i coe 5,303,000 3,245,000 
Butters eee al ee eta Rane eee Les 905,000 12,500,000 
Evaporated milk and dry whole milk......... 168 , 000 198, 000 
Skim milk diverted to production of casein 
rather sian Wik POWEr,. cin ano nee ee Gee 2,385,000 3,265,000 
29,699 , 000 50,679 , 000 
Deduct: 
Holdbacks from producer subsidies......... 24,761,000 24 , 824,000 
Levies from provincial milk marketing boards 
with respect to market quotas........... 4,065 , 000 a 
28 , 826, 000 24, 824,000 
873 , 000 25, 855, 000 
Weticostcol Marketing Operations io. ween otras. we 8,061,000 8,968, 000 
Cost of products damaged or lost in storage, less salvage value 126,000 — 
Researchvand:miormation- expense . 040i! a: leer. s Sara ets aes 38 , 000 5,000 
COUSU OL POEM me tty ns hee renee ee enn de eee etre 111,933,000 142,278,000 
Administrative expens6.(.7 S745 25 See sek, SRSA PE ee ae 904 , 000 847,000 
Wotaliexpenditure so. 84 Vale ee oe TU ea. Ss ee te $ 112,837,000 $ 143,125,000 
Total expenditure provided for by— 
Agricultural Stabilization Board for the purpose of stabilizing 
the price of dairy products—Agriculture Vote 15 (Vote 17 in 
LOGOUT Varker ete 8 Beak bse gett a ene ee erat cate awh conta! |b $ 125,000,000 §$ 131,857,000 
Agriculture Vote 30 (Vote 55 in 1969-70)—Administrative 
OXDETISO NAl PG Wid Shans MAI ee oo ee ee eis Bs 453 , 000 397, 000 
Government departments which provided certain major services 


WILHOUL CUAIVE: gale meee Gilat wee nt Sees phe et ean, 451,000 450, 000 


125,904,000 132,704,000 


Balance of funds provided by Agricultural Stabilization Board not 
required for current year’s operations applied against previous 
WIGAIG. ALOTIEL Em oc Etre ee oie eats Men TR me tae eee meee ee 13,067 , 000 (10,421,000) 


$ 112,837,000 §$ 143,125,000 
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The following is a summary by commodities of the net cost of marketing 
operations to stabilize domestic prices, together with totals for the previous year: 


Year ended March 31 


Skim milk 
Butter powder Cheese 1971 1970 
SoS at Aa Al lah Ag $ 51,181,000 $ 21,359,000 $ 2,324,000 $ 74,864,000 $ 57,520,000 
Subsidies applicable to 
surplus products sold.. 1,048,000 14,470,000 == 15,518,000 37 , 594,000 
52,229,000 35, 829 , 000 2,324,000 90, 382,000 95,114,000 
Cost of products sold.... 51,841,000 35, 637, 000 2,214,000 89 , 692,000 94 , 692,000 
Meress Dron), LUE? fae cu 388 , 000 192,000 110,000 690,000 422,000 
Expense— 
CA VO ONG tsieat tate 1,940,000 757 , 000 21,000 2,718,000 3,167,000 
Freight and handling... 1,146,000 674,000 4,000 1,824,000 1,545,000 
3,086,000 1,431,000 25 ,000 4,642,000 4,712,000 
Loss (profit)..........:.$ 2,698,000 $ 1,239,000 $ (85,000) 3, 852,000 4,290,000 
Interest on WO SINS Fig CR UPR Re Mae ee RRR GA o iho torent ed WP scabs 5, SO Rees 4,209 , 000 4,765,000 
8,061,000 9,055, 000 
Prone Ob eaies Of IN DOrleds putter .o es Vee. & Ponte 8 CIO AE ee MS — 87,000 


Net Cost ol Marketing GHeCTAUIONS:. oe 5s. 0c uhins ee wae es Oe es ce $ 8,061,000 $ 8,968,000 


Subsidies applicable to surplus products sold represent the difference between the 
Canadian support price and the world market price realized on sale of the products 
abroad. 


The cost of products damaged or lost in storage, $126,000, represents the net loss 
resulting from the collapse of a warehouse roof under a heavy snow load, $81,000, a 
warehouse fire, $30,000, and the failure of a warehouse to deliver stocks of butter 
when required and the firm’s subsequent bankruptcy, $15,000. In accordance with the 
Government’s policy of underwriting its own risks, the Commission does not insure 
the commodities 1t places in warehouses against fire or other losses. The amount of 
this loss is not shown in the statement of such losses which appears on page 11.21 of 
Volume I of the Public Accounts. 


At March 31, 1970 the Commission had an accumulated deficit of $25,386,000 
including a provision of $19,443,000 for the loss expected to be incurred on the sale at 
world market prices of the inventories of butter and skim milk powder considered to 
be surplus to domestic requirements at that date. The loss actually incurred in 
1970-71 was only $5,639,000 due partly to an unexpected decrease in butter produc- 
tion, which had to be made good from Commission stocks, and an increase late in 
the year in the world price for skim milk powder. Reversal of the portion of the 
provision for the loss which was not required, $13,804,000, and the funds, $13,067,000, 
provided by the Agricultural Stabilization Board in excess of the cost of the dairy 
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support program for the year ended March 31, 1971 served to eliminate the Commis- 
sion’s deficit, and there was a surplus of $1,485,000 at the year-end. 


A summary of the administrative expense for the past two years follows: 


Year ended March 31 


1971 1970 
Remuneravion of Wlembers-of the Commission “Asa. Cr ac oe sr ele ees oem $ 79,000 $ 73,000 
lemiployee salariesmandibenefits «738 ale es ss GREE ih wa ee ee 282 , 000 216,000 
TIGR PROCOSSLI COT VCCI ee tesa Sre york ib ia Ape nS Bee eae by dw ee RL enestae ae 386 , 000 383 , 000 
Glequeviesie services mt Shion cr ae Be wala: Sh oes Lino Fe emcee Oe oN 65 , 000 67,000 
IVieee niece Veen tee ee ek hn eh eae Gane 92,000 108,000 


$ 904,000 $ 847,000 


The administrative expense of $904,000 includes $451,000 for the estimated 
value of services provided without charge by the Department of Agriculture and the 
Department of Supply and Services. We reiterate the recommendation made in 
previous Reports (paragraph 252 in 1970) that provision for the cost of these services 
be made in the Canadian Dairy Commission vote for administration, so that the 
total cost of administering the dairy price support program will be assembled in one 
vote. 


291. Canadian Film Development Corporation. This Corporation, established by 
the Canadian Film Development Corporation Act, R.S., c. C-8, consists of six 


members appointed by the Governor in Council, and the person holding the office | 


of Government Film Commissioner. Its objects are to foster and promote the 
development of a feature film industry in Canada, for which the Act appropriated 
$10 million to be paid out of the Consolidated Revenue Fund from time to time as 
required. The head office is in Montreal. 


Payments from the appropriation since the Corporation commenced operations 
on April 1, 1968 to March 31, 1971 totalled $4,720,000 of which $2,319,000 was paid in 
1970-71 comprising $1,321,000 for investment in Canadian feature film productions 
and $998,000 for operating purposes. The balance available in the appropriation at 
March 31, 1971 was therefore $5,280,000. At that date the Corporation was committed 
to invest a further $469,000 in future Canadian feature film productions. 


Amounts advanced for investments in, or loans to producers of, Canadian | 


feature film productions are paid from the statutory appropriation and charged to 
the Canadian Film Development Advance Account. Amounts recovered, together 
with interest earnings and profits, are credited to the Account and are available for 
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reinvestment. A summary of the amounts advanced and interest earnings and 


profits for the past two years follows: 
Year ended March 31 


1971 1970 


ESIC C A UUOCO ING SOLA VCR gen ate Seabee stains Con ee ee ae is Prod ob vehaier ais $ 1,787,000 $ 366,000 
Withdrawn from statutory appropriation and invested................. Lgl 00C 1,399,000 
Income from investments— 

routs TeaIZemer tae . TAL os Gite OF: i Roe BST Peer eee 108,000 — 

NTS POE Ost CORILOU) teMkie ISO, CAN ooh Rr cht ko a ei BEN sas Ae 5,000 22,000 
BS ALANCOTAL CNC OLFYCALL A 6b Oey or. Rec othe ow Pe a EARL ents abode oes $ 3,221,000 $ 1,787,000 
Represented by— 

ENSOSTINICHES TS tees eed rie hla ee Ake. Lebo e tat an Pe SR PRE eee $ 3,189,000 $ 1,744,000 

PACERUAIS. br: aS een Ieee od Rte. cibe . 492. wae dete ats cae are 32,000 26 , 000 


COAG UTETINUTIL VCO LEC VE Las otek cin oc pee ee Pd MY mae aod Bae RR cee eee ~ 17,000 


$ 3,221,000 $ 1,787,000 


The Crown’s equity in the Corporation at March 31, 1971 was $3,244,000 
comprising amounts invested in Canadian feature film productions, $3,189,000, 
working capital, $39,000, and furniture and fixtures, $16,000. 


The following is a summary of the expense of the Corporation for the past two 


years: 
Year ended March 31 


1971 1970 
Administration— 
Salaries of Members and executive officers... ...........000c cee ceeeee $ 49,000 $ 40,000 
Other calaries and employee benefits. 5.42.5 4. Sebo eo ee ee Oe 63,000 49,000 
PREC ISOLA CCOMM IR eR tea atone ee ere Gen Ie eS cep etn Mtoe Oeste Lae 38 , 000 21,000 
ent leaschold improvements and taxes Yok sR ass et bee 27,000 23,000 
anness Pectin 1 910 oic och ee ete ae BIEN as eo ONS ener ee 18,000 — 
DStaleinueniewmoers, travell’ irae. eee Oe ee ee AN eevee mee 18,000 12,000 
Printing, postage and general office expenses............... 0.0.00 euee 14,000 13,000 
PRC COUM ES ATTe CAL SLCES ou? sr Le Wo, 0 SG etme eA Ae Ye oe 7,000 11,000 
Oho Veychod Oh 7 Sey eh aS ee AT Ae CN Ie SAL ee ed a a PON ures 10,000 7,000 
244,000 176,000 
PiVcelimentsrand doansiwirttven, Oils). Sob See. Pek Ce eo, Ra 172,000 124,000 
Grants to film makers and film technicians resident in Canada.............. 68 , 000 115,000 
BCI PEC A UIOM caer nce te tasks. 050. 4 Ghana ole as ble Ws RATE hcl cp gh Aleta ed oc em eat a eee 6, 000 5,000 
Provisionomaouptiukimvestiments. so. 's 3 Shey 5 £5 A ML eee ee ee 500 , 000 — 
SPOPAMIOXDONSE 0. oc. | heme does g Bi ope ed pails cw SO Ee Ane eee $ 990,000 $ 420,000 
Total expense provided for by— 
StatitennaDprOpl AON wd ites. 6 Pac cekek Oc Ieeh 8s Be duct AU RRR $ 998,000 $ 429,000 


Less: Expenditure on furniture, fixtures and other assets............... 6, 000 15,000 

992,000 414,000 
Increase:in. accounts. payable—operating.. . cx. owe pects des tha Se hao dae (8,000 ) 1,000 
TCO TECIALION oF 1.8 TARAS IPS tae eee oe OME ts cine aE Re eer 6,000 5,000 


$ 990,000 $ 420,000 
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The increase in administrative expense results from continuing expansion of the 
Corporation’s activities in its third year of operation. 


The investments and loans written off comprise $115,000 invested in preproduc- 
tion costs of 15 films which are unlikely to go into production and $57,000 invested 
in production costs of two films for which no significant bookings have been 
received. 


The provision for doubtful investments is 1n respect of investments in prepro- 
duction costs of three films and production costs of six films. 


292. Canadian Livestock Feed Board. This Board, established by the Livestock 
Feed Assistance Act, R.S., c. L-9, consists of four members appointed by the 
Governor in Council. The headquarters of the Board is in Montreal. The objects of 
the Board are to ensure the availability of feed grain to meet the needs of livestock 
feeders, the availability of adequate storage space in Eastern Canada for feed grain, 
and the maintenance of reasonable stability in, and fair equalization of, feed grain 
prices in Eastern Canada and British Columbia. 


The following is a summary of the expenditure of the Board in the past two 


years: 
Year ended March 31 
1971 1970 
Pyeighis assis tarice Or FCCC CPAlnSe ix pay sues. acetate «ett ohh Bo etna heme en tet, $ 20,443,000 $ 21,860,000 
Administration— 
Salaries and-employee benéhte.s >. ocd. ..dana so 5s wpe ly au ekeneaee 213,000 217,000 
ACCOUN LMS ANd ChEMUE Issle SeTVICes 4. 5A) fais soo 50 eceeh Recon oe 78 , 000 64, 000 
Pentel aac remo Bee hire ne laa ahs Ee hala 28 ot ae 26, 000 30, 000 
PASCO TTLTTACOHLA UHORAN Bae teae Be tle Olin eee gt cath Par eae a at 24,000 23,000 
Protessional ane Special Services. | Sats aoe oe. kak: sins eto en 24 , 000 23,000 
Telephones telerraph abd postage. 0/1. hse vom cane ts Pe oes se 13,000 8, 000 
Stationery, office supplies and equipment...................04. 12,000 23,000 
PGT op ete Me dieses.) ele ees ah one SON LAM Det 16 ah ao ea 14,000 15,000 
404 ,000 403 ,000 
HGCaexpencditures? 5 .-..s.k +5 bx eees see EN REE Be he La ee $ 20,847,000 $ 22,263,000 
Total expenditure provided for by— 
Agriguliure-V até 40/(V ote'65)10 1969-70) ain 80 P14 eS eee $ 20,443,000 $ 21,860,000 
Agriculture Vote 35. (Vote 60 tnt 1969-70) vias ol es os es Gay one 330,000 302 , 000 
Treasury Board—Reserve for salary revisions................... — 10,000 
Government departments which provided certain major services 
WEE HOUE CAT gO ice sis dui ORE anita e Beaune kh oa aye aie ae 74,000 91,000 


$ 20,847,000 $ 22,263,000 


The freight assistance on feed grains does not take into account claims totalling | 


$859,000, including $146,000 for claims received after the accounts had been closed, 


which could not be paid due to insufficient funds in Agriculture Vote 40 for 1970-71. 
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A note to the financial statement draws attention to these claims which arose from a 
greater than anticipated demand for feed grain eligible for transportation assistance 
in the last quarter of the fiscal year 1970-71 and were charged to the corresponding 
appropriation for 1971-72. 


During the year the Board concluded arrangements to take over from the 
Department of Supply and Services the pre-audit of assistance claims. The 
employees involved were taken on strength by the Board on October 1, 1970, and the 
Department was paid $28,000 for salary costs incurred to that date. This amount 
together with $50,000 for the cost of services provided without charge by the 
Department in 1970-71 makes up this year’s charge for accounting and cheque issue 
services. The salary costs of these employees for the last six months of the year are 
included in salaries and employee benefits. However, these costs were mainly offset 
by there being no counterpart in the year for the retroactive pay adjustments of the 
previous year. 


In addition to the accounting and cheque issue services provided without charge 
by the Department of Supply and Services, the Department of Public Works 
provided accommodation valued at $24,000. It is the general policy that Crown 
corporations pay for these services and provision should be made for these costs in 
the Board’s appropriation for administration and operation expense. 


293. Canadian National (West Indies) Steamships, Limited. The operations of 
this Company ceased in 1958 on the sale of its fleet of eight vessels to Cuban 
interests. 


The Crown’s equity in the Company at December 31, 1970 was $556,000 repre- 
sented by cash, $5,000, a deposit with the Receiver General, $95,000, and a final 
instalment of $470,000 receivable under an agreement of sale, less a liability of 
$14,000 in respect of unclaimed matured bonds. 


The balance receivable under the agreement of sale represents the final instal- 
ment due August 19, 1963 under the terms of a letter of credit confirmed by the 
Bank of America. Payment continues to be prohibited by the Cuban Assets Control 
Regulations of the United States of America dated July 8, 1963. Efforts of the 
Department of Finance during the year to obtain a licence from the Secretary of the 
Treasury of the United States to enable the Bank of America to make payment 
notwithstanding these Regulations were unsuccessful. However, the Bank of Ameri- 
ca has agreed to an extension to December 31, 1972 of the limitation period under 
which legal action may be taken against It. 


294. Canadian Overseas Telecommunication Corporation. This Corporation was 
constituted in 1949 by the Canadian Overseas Telecommunication Corporation Act, 
R.S., c. C-11, to establish, maintain and operate external telecommunication services 
generally and to co-ordinate Canada’s external telecommunication services with 
those of other nations. The head office is in Montreal. 


The Crown’s equity in the Corporation was $82,641,000 at March 31, 1971, 
comprising advances of $42,315,000 and a surplus of $40,326,000. 
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The capital requirements of the Corporation during the year were met from 
accumulated earnings and $3,604,000 was repaid on advances received in prior years. 
Additions to capital assets amounted to $11,592,000 and at March 31, 1971 the 
estimated cost of completing approved capital projects was $66,500,000 of which 
$21,500,000 relates to the year ending March 31, 1972. 


The following is a summary of income and expense of the Corporation for the 
past two years: 


Year ended March 31 


1971 1970 

Income— 
Telegraph, telephone, telex, circuit rentals, satellite, etc...........$ 33,582,000 $ 33,155,000 

Expense— 
Salaries, wages and employee benefits...................-0.00-- 8,188,000 7,304,000 
Webrecla Oui etre as ae aor rand Lata, anand ahd aie OR ge ie ae 6,427 ,000 7,255,000 
FRGINbAN WOE CIRCUILEM COC. carte n, SR ee eee eet ce, RIND RETA AE, 5,995,000 4,210,000 
Maintenance and repairs—plant and equipment................. 3,160,000 2,495,000 
EOcLeres tioweoe fs Wathen Sei cakes. a ene MUN a EN en 0. Qc 2,277,000 2,458,000 
al aa) ghee qeinma gaat ama chet ives ak, Set mR a i int Shee aitiet 8 ity a i den en ry a 1,147,000 880 ,000 
27,194,000 24 , 602 ,000 

Less: 
Estimated amount recoverable from Commonwealth Network 3,400,000 3,275,000 
Portion ol expense capitalized: Oa. bee ktl 5, 2B ED, Oe 1,221,000 774,000 
4,621,000 4,049,000 
22,573,000 20, 553 , 000 
PROUT DELOPOINOOINLG CARTE bate cht SNE ee nie is cet ae Ben ee ea Eee 11,009,000 12,602 ,000 
BxOVISIOIN ION ICOM: Cac: sen a a Re Re Pe ee ee ee De ee 5,654,000 6,470,000 
NGL LACOLTC LOM eT sR Meee ete ce eA eo he re sexta Site tsar eat oF $ 5,355,000 $$ 6,132,000 


The increase of $884,000 in salaries, wages and employee benefits was mainly 
due to increased salary rates. The decrease of $828,000 in depreciation resulted from 
a portion of the capital assets becoming fully depreciated in the previous year. The 
increase of $1,785,000 for rentals of circuits, etc., comprised $1,600,000 for the rental 
of additional circuits and $185,000 for the increased costs of landline connections 
between Montreal and Mill Village, N.S. The increase of $665,000 in maintenance 
and repairs—plant and equipment was mainly due to higher charter-hire costs of the 
icebreaker/cable repair ship John Cabot. 


295. Canadian Patents and Development Limited. This Company was incorporat- 
ed in 1947 under the Canada Corporations Act, R.S., c. C-32, pursuant to section 17 
of the National Research Council Act, R.S., c. N-14. The Company which 1s located 


in Ottawa makes available to industry the inventions developed by the Council, 


government departments, agencies, universities and other publicly supported inst1- 
tutions through licensing arrangements and development agreements. 
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At March 31, 1971 the Crown’s equity in the Company was $839,000, comprising 
capital stock of $296,000 and surplus of $543,000. 


The following is a summary of the results of the Company’s operations for the 
past two years: 


Year ended March 31 


1971 1970 

Income— 
Ry ier ice Leben OLGi ets ha here Son lece casey ee on ce ee aetna $ 481,000 $ 451,000 
Iss aE Oro YAOI 1G, tT DAFUCS . «wine mau. Se neite oles bea et 150,000 144,000 
331,000 307 , 000 
OEE ir es eet PEE Neale (oh tie, byaie AA, wh dll he Ne aaah el aN wll wea pecan oe, Waa 100, 000 106 , 000 
431,000 413,000 

Expense— 
RE SVE eae Iga RIE OR ARES aT gy hes ARPA Nel aeEA er eee OPT eh Ct Parr 9S 277 , 000 250, 000 
Patent attorneys’ fees and other patenting costs...............2..-05- 128,000 102,000 
SRL ETA AD NRE ERED A oO LER Te MUI 7, > Pee ME AML SUR 47,000 47,000 
IDO VELODIMEN b ASSISUATICOn tener BU eet ols 2002 moder: Clie. OM ees PRE oes 42,000 72,000 
PEOTROUOU Mtge Meee ed. 68 eo NO. at ie A, SA Lae on 17,000 20,000 
Services provided by National Research Council of Canada............. 10,000 16,000 
CN EINSTS 4 226g asin da Onaaty Gian MPD Ae SUS ake aN eee Wee paren ee oe a 25,000 21,000 
546, 000 528 , 000 


Hexcess 0b Ox DENSE OVer INCOME: fo iio auye ee bikes Eee iat ROT AT Or SR SRC NRG hee $ 115,000 §$ 115,000 


The increase of $27,000 in salaries 1s mainly attributable to salary increases 
including retroactive payments. The $26,000 increase in patent attorneys’ fees and 
other patenting costs resulted from an increase in patents filed in other countries. 
The decrease of $30,000 in development assistance was mainly due to a continuing 
reduction of the development program. 


Paragraph 73 of this Report refers to royalties not reported to the Company by 
a foreign licensee. 


296. Canadian Saltfish Corporation. This Corporation, established by the Salt- 
fish Act, R.S. (1st Supp.), c.387, consists of a Board of Directors composed of a 
chairman, a president, one director for each participating province and not more 
than five other directors, each of whom is appointed by the Governor in Council to 
hold office for a term not exceeding five years. A director for a participating 
province is appointed on the recommendation of the Lieutenant Governor in 
Council of that province. The head office of the Corporation is in St. John’s, Nfld. 
The Corporation was constituted to improve the earnings of primary producers of 
cured saltfish by curing fish (of the cod family) and trading in and marketing cured 
fish and the by-products of fish curing. 


Canada had no equity in the Corporation at March 31, 1971. 
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The following is a summary of the income and expense of the Corporation for 
the year ended March 31, 1971, its first year of operations: 


ALEC yi Aa tateals oh eee aoa Si teeta. Me's <b hondiaeen teed to a6 2) paint anaes rete $ 6,840,000 
Gost OL saleg? i202 > Ses ge ce eee: ieee eo. MORSE Ee 5 Lie een See ee 6,080,000 
760, 000 
Expense— 

SSIATIES ANG femiplo y GO: DEMEUUSe gale a cdi: ie a heehd 2 kin ae naven qe aa eee $ 132,000 

TRV EROS Eres hrs etn OT EERE eieGrhe Teh BA Bee AN cE RR aaa ole ee 66 , 000 

EXCH Taceecien Selsey PALM canes Gk ce hata ed ehatast a -gPay recent elite oe tres 3 hc dete UA et a 32,000 

ETA EL a 1 PT ete PGA AN ae Pc tke PhO Gh AION NUE >, a Bins a a 17,000 

CHEE Sco ee al okt hal Dae uLnaee Dees doeuel a da. Gat 2 Be Ree 58, 000 

| 305 , 000 

Less: Government grant provided under section 16 of the Act......... 100, 000 
205,000 


Excess of income over expense to be distributed to fishermen...................... $ 555,000 


297. Centennial Commission. The Centennial Commission was established by 
the Centennial of Canadian Confederation Act, 1960-61, c.60, to promote interest in, 
and to plan and implement programs and projects relating to, the Centennial of 
Confederation in Canada. The Commission consisted of a commissioner, an associ- 
ate commissioner and twelve directors, all appointed by the Governor in Council. 
Pursuant to Secretary of State Vote lc, Appropriation Act No. 1, 1968, 1967-68, c.34, 
the Commission ceased to exist on April 1, 1968; all rights and property, and all 
obligations and liabilities of the Commission existing before that day were directed 
to continue as the rights, property, obligations and liabilities of the Crown; and the 
Secretary of State was authorized to close out the affairs of the Commission. 


The Centennial of Confederation Fund, established under section 10 of the Act, 
had a balance of $848,000 at April 1, 1970. During the year $47,000 granted to a 
province for approved projects was charged to the Fund, leaving a balance of 
$801,000 at March 31, 1971. There were no commitments outstanding against this 
Fund at March 31, 1971, therefore it was expected that the balance in the Fund 
would not be required. However, an additional claim of $7,900 has since been 
received. 

The following is a summary of expenditure for the year ended March 31, 1971 
towards closing out the affairs of the Centennial Commission, with comparable 
figures for the year ended March 31, 1970 and cumulative figures from the establish- 
ment of the Commission on September 29, 1961: 


Year ended March 31 Cumulative 
to March 31, 
1971 1970 1971 
Grants to provinces for approved projects of a lasting nature$ 47,000 $1,536,000 $ 41,434,000 
Programs and projects of national significance............ — 17,000 37 , 843 , 000 
AONE ISLET OLIVG: OX PONSOoi ce ay! Ju sigs « od Scans euaed areitacnt eo eae 1,000 — 12,958, 000 


Total expenditures) 8 2.895 Ue a oe ae $ 48,000 $1,553,000 $ 92,235,000 
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Year ended March 31 Cumulative 
to March 31, 
1971 1970 1971 
Total expenditure provided for by— 
Centennial of Confederation Fund.................. $ 47,000 $1,536,000 $ 41,434,000 
Parpninentare ADpIOpriatione 4a. cyan ut ok ae ee gd 1,000 17,000 50, 285 , 000 
Government departments which provided accommoda- 
tion and accounting services without charge...... — = 516,000 


$ 48,000 $1,553,000 $ 92,235,000 


298. The Company of Young Canadians. The Company was established by the 
Company of Young Canadians Act, R.S., c. C-26, to support, encourage and develop 
programs for social, economic and community development in Canada through 
voluntary service. The Company is under the administration of a Council consisting 
of not less than seven and not more than nine members appointed by the Governor 
in Council pursuant to the Act. The head office is in Ottawa. 


A summary of the Company’s income and expense for the past two years 


follows: 
Year ended March 31 


1971 1970 
Income— 
Payment received pursuant to Secretary of State Vote 70 (Vote 48 in 

OF en aL a Mii sncs OP Spied tails ny Shatin Sm) snd DUE Ee ROTA, LAC a | $ 1,900,000 $ 1,900,000 
te ear Mh re ad cy) sate aie! hy hha cir talk gale ce th sha Wiimote 39, 000 44,000 
1,939,000 1,944,000 

Expense— 
Volunteers allowances and benetits. 5... 60 .5cin este AR Pe 498 , 000 731,000 
ial al ieee alten OT CUES cll hiaalah0 A seca a & Nie adie ch oe ole wei aN 429 , 000 458, 000 
ETANSPOTLAHON. GDC TAV ELA gcc cs a0 osc ee GME OM Ge 102,000 150,000 
Program support—including office expense............--2-0--0-- 83 , 000 119,000 
Services provided by individuals and firms....................... 59,000 119,000 
HeECEUIeMeNnt braining and COMerences. Ji vec seiy aa dna es haloes 34, 000 47,000 
AAA LeU NOLL ie oa eo: bios os aes ee he ie Ale te teks 28 , 000 55,000 
Purchase of motor vehicles, furniture and equipment.............. 3,000 26, 000 
1,236,000 1,705,000 
LURCOSS TOE INOOMEe OV ELTEXDCNSE 4c oi hcys bie Bui cy ein ea we Soe oa mpl ie $ 703,000 $ 239,000 


At April 1, 1971 the Company had an accumulated surplus of $838,000 available 
for expenditure on approved projects in addition to the funds to be provided by 
parliamentary appropriation. 


In our Report for 1970 (paragraph 259) we noted the findings of the Standing 
Committee on Broadcasting, Films and Assistance to the Arts, which had investigat- 
ed the Company and reported to the House on December 5, 1969. The Committee, 
among other things, expressed concern over the lack of administrative procedures 


226 REPORT OF THE AUDITOR GENERAL — 1971 


and financial controls. By March 31, 1970 administrative procedures had been 
corrected but shortcomings in the financial controls still existed. During 1970-71, 
however, satisfactory financial controls were established, including the appointment 
of a budget administrator and installation of a budgetary system. 


299. Crown Assets Disposal Corporation. This Corporation was established in 
1944 by the Surplus Crown Assets Act, R.S., c. S-20. With certain specified excep- 
tions, the Corporation is responsible for the disposal of the surplus assets of 
government departments, Crown corporations and agencies. The Corporation has 
entered into agreements with Britain and the United States whereby it also disposes 
of surplus property held by them in Canada. The Corporation has its head office in 
Ottawa and regional sales offices in a number of cities across Canada. 


The Corporation was authorized for the 1970-71 year to retain 5% of the net 
proceeds of sales of lands and buildings, including interest received, and 10% of the 
net proceeds of all other sales, to meet its administrative and other expenses. A 
summary of the Corporation’s income and expense for the year with comparable 
figures for the preceding year follows: 


Year ended March 31 


1971 1970 
Income— 
Portion retainable by the Corporation from net sales and other income 
earnedronbeualt of Canada and others... 05 3.<.<j..0cassotaneans $ 1,754,000 $ 1,193,000 
Expense— 
Salaries atrarens ployee OGNCILS solu one ose cra ah aias cha une es Psbna une oe 1,001,000 1,050,000 
FRET UNGAR ete EDOM ee ries yk Me ra EA Su er ee cee Mee Mee 76, 000 70, 000 
COMminniica VOUS awe teen naan ste Pres aay chad “sca hia Anion de osha Ls 61,000 57,000 
Erinting. stationety andsoiice sipples 5205, asus: «dina a inte Ae 33,000 27,000 
[Ne gsyige) BERN, 25 Ws 0 0 an a tatoo Sl UN, An DPB Re BN Se a Me RR Ic a ACE 30, 000 22,000 
Office furniture, equipment, repairs and upkeep................... 27,000 18,000 
Da CAR POCESST Re 5 emit PM ere SAL oe te acolo MMe MN, Mi nent Maui 15,000 15,000 
Oe T MD Mees t oa ssid Guia apeyek Gs 6 ahd aesedonsas x SNORE Leen re 20,000 12,000 
1,263,000 1,271,000 
BAXCeSs Ob Mico MIG OV Cl OX PENSE: tious ais eases BR Oo WBS Uolen aus See ee $ 491,000 $ (78,000) 


The $561,000 increase in income was mainly due to larger sales of surplus 
defence property and equipment and an increase from 4% to 5% in the Corpora- 
tion’s fee on sales of real estate. The decrease of $49,000 in salaries and employee 
benefits resulted from thére being no counterpart during the year for the retroactive 
salary payments 1n the preceding year. 


Pursuant to section 71(4) of the Financial Administration Act, the Corporation 
was directed to pay to the Receiver General, as of March 31, 1970 and from time to 
time thereafter, but at intervals of not longer than six months, all of its surplus in 
excess of $300,000. Consequently, $213,000 has been paid to the Receiver General, 
leaving the surplus at the authorized limit. 
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The equity of the Crown in the Corporation’s Agency Account at March 31, 1971 
was $12,580,000, compared with $9,180,000 at the end of the preceding year, largely 
represented by $12,106,000 receivable under long-term interest-bearing sales 
agreements. 


The transactions in the Agency Account during the year, compared with the 
preceding year, are summarized as follows: 


Year ended March 31 


1971 1970 
Sales made on behalf of— 
Seer NCAR ee ee Rate ee fee oes A Me Res ey AOS ek he $ 21,915,000 $ 15,963,000 


Ge 21 i pane neat RN tele Agi no gia? Oe eek P 447,000 557,000 


22 , 362,000 16,520,000 


hess Direct Coste relating to Sales. (1...) es pans 2.) 2s coiees oe oe ee 57,000 47,000 
Payment for interest of third party in property sold........ a 1,617,000 
57 ,000 1,664,000 


22,305,000 14,856,000 
EAC CRCOURPO I: SALERRO Ne NEE We So RRO hae ee, 2k Wetted adie tere ay 676, 000 5990, 000 


22,981,000 15,406 , 000 


Deduct: 
Portion retainable by the Corporation from net sales and other 
ANCOME CAINE Ge: Mice aotls eh hie See RPA ae Seah aa Re aay tein ea 1,754,000 1,193,000 
Remittances to the Receiver General’. ..4 0044.28. ett thos 17,425,000 12,293,000 


@Mihenm remittances... ee. yrs se snowy ees « Yevany b. gee ees Jos 437,000 536 , 000 


19,616,000 14,022,000 


GHW ORVE Eno AR tape ecules Mee bdlalian Wes Ae ea a ae eA a oe A 3,400,000 1,419,000 
(MCSE ERSI FeVAS cake eed Airy CO cad RE Ph Sc ROLLIE IPR TEAR a PRM Oe (35,000 ) (35,000 ) 


$ 3,365,000 $ 1,384,000 


The increase of $5,842,000 in sales comprises increases in sales of lands and 
buildings, $2,256,000, and in other sales, $3,586,000, and was mainly due to four 
exceptionally large sales. 


300. Defence Construction (1951) Limited. This Company which is located in 
Ottawa was incorporated in 1951 under the Canada Corporations Act, R.S., c. C-82, 
pursuant to the authority in section 6 of the Defence Production Act, R.S., c. D-2. 


The Company is responsible for awarding and supervising contracts for defence 
construction projects and may assist civilian agencies of the Government. Funds to 
finance projects are provided by the departments concerned, or by the United States 
Government for defence projects undertaken on its behalf in Canada. 
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Expenditures on construction projects approved by the Company for payment 
by the departments or agencies concerned increased from $26 million in 1969-70 to 
$37 million in 1970-71. 


The following is a summary of expense and income for the past two years: 
Year ended March 31 


1971 1970 
Expense— 
MalariescallcsltV ile allo WaANCess .. Wie enna woe ec aes es eee ae $ 3,723,000 $ 3,636,000 © 
Hinployee:benetisr ts )25 oa oy «sab Ee Be a ee eee 292,000 257 , 000 
PR TeVOL ANIC VERIO Vo ey rt Ri bertan: Sse gece ee ge Ria Re ae eae 211,000 209 , 000 
52 AS ig ML ety A LS EN a ce ae Oy aC ae Rear nes 339 , 000 283 , 000 
4,565,000 4,385,000 
Income— 
Reimbursement for engineering and administrative services, etc..... 2,334,000 2,220,000 
BN Ue SPC LISU ee ol a et ere ene Rane a ee ae MTG eae ake ata oaths Pe Canna Ee $ 2,231,000 $ 2,165,000 
Net expense provided for by— 
National Defence Vote 35 (Vote 55 in 1969-70). .............5..0.. $ 2,195,000 $ 2,135,000 
Government departments which provided major services without 
CONTE Tr te tet OO etree BME amt oh ee Fellaini ee 36 , 000 30, 000 


$ 2,231,000 $ 2,165,000 


301. Eldorado Aviation Limited. This Company was incorporated in 1953 under 
the Canada Corporations Act, R.S., c. C-32, and is a wholly-owned subsidiary of 
Eldorado Nuclear Limited. Operating from headquarters in Edmonton, it provides 
alr transportation services mainly for its parent company and Northern Transporta- 
tion Company Limited, another wholly-owned subsidiary of Eldorado Nuclear 


Limited. These two companies share the cost of operations of Eldorado Aviation | 


Limited on a ‘‘cost per ton-mile”’ basis. 


The equity of Eldorado Nuclear Limited in the Company at December 31, 1970 


comprised capital stock of $28,000 and surplus of $257,000. - 


The following is a summary of the net expense of the Company for the past two 


years: 
Year ended December 31 
1970 1969 

Salaries; wages and.employee benents p10 ees. ae es Les de wh aces athe ae cps $ 451,000 $ 425,000 
STE) 6) 8 > Poca gates Saban ier inate Pang A epee SU VEOe Vee Bre MA Le Serer nk het ane Penge aR oer CT pater 176,000 196,000 
PRE RIES Oe) Ree Ce, ERE PAS ee 8 ee OE ee NT Oy ec a ie ee 164, 000 138 , 000 
Plan arrex pense std. Poi s teeta ale See eos ea AY tds 8s oh a ee Re 47,000 48,000 
TUSUPANICE ec tsk oan RT ORE. EAS ely EE, EEE RUGS FE I eT 38 , 000 39 , 000 
PUOTICCCLAURONL fee ea rnc cots aoe ameter cine Pie ager e: oie Aeon: gare epee ene 30, 000 32,000 
(PEGE cat nan, ie Cera. Bees eee eee fete SIR Ss a a a BO os oe ae 30, 000 34, 000 
936, 000 912,000 

Niecellanenusdn ceil so Amc enema A A ree, oes dark ao heal Cees bees os 34,000 40, 000 


NEC ESDCTISG Afi oe ee Se er re Ly er eer en, eee eee et ee, ee ee ee $ 902,000 $ 872,000 
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The net expense for the year was recovered by the Company from Eldorado 
Nuclear Limited and from Northern Transportation Company Limited in the 
amounts of $716,000 and $186,000. 


302. Eldorado Nuclear Limited. This Company was incorporated in 1945 under 
the Canada Corporations Act, R.S., c. C-32, following expropriation in 1944 of the 
shares of a privately-owned company. The principal functions of the Company are 
to produce, refine, procure and sell uranium and allied products and to produce 
zirconium metal which is used in nuclear power plants. The head office of the 
Company and the Research and Development Division are in Ottawa, the Beaver- 
lodge mine is near Uranium City, Sask., and the refinery, the zirconium plant and 
the administrative offices are in Port Hope, Ont. 


The equity of the Crown in the Company at December 31, 1970 amounted to 
$73,626,000 comprising capital stock of $6,586,000, surplus of $41,798,000, and loans of 
$25,242,000, including accrued interest. The loans were made under the authority of 
Vote L38b, Appropriation Act No. 1, 1969, 1968-69, c.23, and Vote L75, Appropriation 
Act No. 3, 1970, 1969-70, c.46, for the purpose of meeting capital and operating 
expense and bear interest varying from 7% to 8 3/8%. A condition pertaining to 
$16,500,000 of the loans is that they be liquidated from moneys received by the 
Company under certain sales agreements. A total of $4,392,000 was due to be repaid 
within one year. 


The following is a summary of income and expense for the past two years: 


Year ended December 31 


1970 1969 
Income— 
PATE STO Ge DEOCIC iS AlIth BOLV ICES” ar din sas eto fia a aan ee er aan co ae $ 5,637,000 $ 3,761,000 
Expense— 
(ost ol prodieis ANd SOryices SOLG ye) We BUN. ke te ee 6,181,000 3,433,000 
IIRC LESCCECIT cio er foal ec are oe Cite ees a 30k od eC NG a em 623 , 000 697 , 000 
PUiisste es CRONE Meee, Lhe Phe, ALE eee ARR ON en, ee 332,000 421,000 
DEBT CUT Math Pee ER Eas IS PR NN on Seas mate cand pee ee 267 , 000 197,000 
PERSO LATE RAEN POR fea) 9 o's ss ane, reigns atte kt ieiie de ens G Yo Sp AN NaNO 62,000 392,000 
7,465, 000 5,140,000 
INetdlosssironi pers hors: OLE «cate: oe See SS Ce 1,828,000 1,379,000 
Interest and other non-operating expense (net)...............0 000 eee ee 781,000 (160,000 ) 
ING UUNOSS ee ee rere A ett I ERD AMEE SS Cab AOE at Ae heed $ 2,609,000 $ 1,219,000 


The provision for depreciation in 1970 amounted to $1,005,000 and in 1969 to 
$707,000. 


Income from sales of products and services increased by $1,876,000, or approxi- 
mately 50% over the previous year, including an increase in sales of concentrates, 
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$1,104,000, initial sales of zirconium, $308,000, and an increase in charges for the 
conversion of concentrates to uranium hexafluoride, $409,000. Cost of sales increased 
by $2,748,000, or approximately 80% over the previous year, comprising mainly 
increases in the cost of concentrates, $757,000, initial costs of zirconium production, 
$1,404,000, and an increase in the cost of converting concentrates, $780,000. The loss 
of $1,096,000 on zirconium reflects difficulties experienced by the Company in 
starting up its zirconium plant. 


Exploration costs decreased by $330,000 to $62,000, the work being on claims 


contiguous to existing mine property. No major exploration activity was planned for 
1971. 


The increase of $941,000 in interest and other non-operating expense (net) was 
due mainly to an increase of $1,240,000 in interest on loans offset by an increase of 
$470,000 in income arising from the ore procurement program. — 


The Governor in Council granted authority in 1963 and 1965 for the entry into 
contracts between Her Majesty the Queen in right of Canada represented by the 
Company and certain other uranium producers for the purchase of uranium concen- 
trates for stockpiling by Canada. At December 31, 1970 the Company was the 
custodian of uranium concentrates thus acquired at a total cost of $101,178,000. 
Funds for the acquisition of these concentrates were provided for by parliamentary 
appropriations and accordingly their cost was not included in the accounts of the 
Company. 


303. Export Development Corporation. This Corporation was established on 
October 1, 1969 by the Export Development Act, R.S., c. EH-18, to facilitate and 
develop export trade by the provision of insurance, guarantees, loans and other 
financial facilities. The Act declared the Corporation to be the successor to the 
Export Credits Insurance Corporation on that date and all property, rights, obliga- 
tions and liabilities of the Export Credits Insurance Corporation became those of 
the Export Development Corporation. The Corporation 1s intended to operate on a 
self-sustaining basis. The head office is in Ottawa and there are branches in 
Montreal, Toronto and Vancouver. 


Section 27 of the Act provides that, where the Board of Directors is of the 
opinion that a proposed contract of insurance will impose upon the Corporation a 
liability for a term or in an amount in excess of that which the Corporation would 
normally undertake, the Governor in Council may authorize the Corporation to 
enter into the proposed contract. In the event of a loss on such a contract or on a 
similar contract previously entered into under section 21 of the Export Credits 
Insurance Act, R.S. 1952, c.105, all moneys required to discharge the liability are to 
be paid from the Consolidated Revenue Fund. The Corporation must not assume 
habilities in excess of a total of $500 million under such contracts. 


To further promote export trade, section 29 of the Act permits the Corporation 
to provide long-term financing for capital projects of substantial value. However, 
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such financing under this section or section 21A of the Export Credits Insurance Act 
is not to exceed a total of $600 million. In addition, section 31 of the Act provides 
that where the Board is of the opinion that a proposed long-term financing 
agreement is for a term or in an amount in excess of that which the Corporation 
would normally undertake and the Minister is of the opinion that the proposed 
agreement is in the national interest, the Governor in Council may authorize the 
Corporation to enter into the agreement. All moneys required with respect to 
contracts authorized by the Governor in Council are to be provided out of the 
Consolidated Revenue Fund but must not at any time exceed a total of $200 
million. 


The Crown’s equity in the Corporation at December 31, 1970 was $344,153,000 
consisting of share capital of $15,000,000, capital surplus of $15,000,000, an under- 
writing reserve of $6,000,000, a reserve for losses of $1,620,000, retained earnings of 
$8,281,000, and loans and accrued interest totalling $298 ,252,000. 


The underwriting reserve, established to provide for losses on contracts of 
insurance entered into on the Corporation’s own account, remained unchanged at $6 
million. At December 31, 1970 the reserve amounted to 2.8% of the Corporation’s 
liabilities under these contracts compared with 2.8% of the corresponding liabilities 
at the end of the preceding year and 3.1% at the end of 1968. 


The following is a summary of operations for the year 1970 with comparable 
figures for 1969 combining the operations for the three months ended December 31, 
1969 with the operations of the Export Credits Insurance Corporation for the nine 


months ended September 30, 1969: 
Year ended December 31 


1970 1969 


Income— 
Premiums, guarantee fees, and net interest earned on oxport financing $ 3,535,000 $ 1,981,000 


Expense— 
Salaviesrand stating COSTS%. a trals enloyates, cme Bice tie oats aoe ae aes 1,302,000 1,144,000 
Accommodation and occupancy improvements..................4. 372,000 142,000 
Cencraladininistrationis, 2 Ase & bah os eas bee aeneos 6 YA ade 220,000 172,000 
Mraveland Pubic TolavlOns + 44...04% 5246. Caso mas wees beak ee ee 123,000 88 , 000 
2,017,000 1,546,000 
Operatingancome, M4 alge... tae: CoM a eee ae, ikl Ts ba, 1,518,000 435,000 
Policyholders’ claims— 
TRE COVELICS al PER te eae oe ae ane 907 , 000 331,000 
PAIN OTS Se aoe Been re a eS kee Ne eRe Om aid Gane fhe 610,000 849 , 000 
297 ,000 (518, 000 ) 
THterestiole IV CSUINCLLUS .c Ve eet i eee ee OT ee ee tine Fgoluee 3,164,000 927 , 000 


3,461,000 409 , 000 


4,979,000 844 , 000 
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Year ended December 31 


1970 1969 

Special items— 
Caled © share, Of CAMUNES verge cles u et labnrta ters ar on ata aes eee $ 150,000) .§ — 
Horeign Gxchange-lossigs: .' Pees A. ee. ee ee rae Oe a sO ee ee 42,000 — 
192,000 — 


INGtrincome ne WIWEAL,, Mans: 43.0 SORE, eR eR tak eek cate, aoe hk arama ine $ 4,787,000 $ 844,000 


The increase of $2,237,000 in interest on investments includes $2,164,000 earned 
on deposits with the Receiver General for Canada. Prior to October 1, 1969 such 
deposits were non-interest bearing. Canada’s share of earnings, shown as a special 
item in the summary of operations, represents the excess of revenue over expense in 
respect of contracts entered into at the risk of the Consolidated Revenue Fund. 


The following statistics show the extent of the operations of the Corporation 
during the year in comparison with the operations in the previous year: 


Year ended December 31 


1970 1969 
Export sales insured at the risk of the— 
Corporation: 
IE GLICICCNICT ICH D titan MORAN Sila toler he asad 1 5 Ae a $ 385,104,000 $ 233,160,000 
Poleiessm. force-at vear-ends 7... aeeteesas ow ates. eh oe 257 , 502,000 211,956,000 
Government: 
POHCICSEWIIUC OHIO CE ies ree ve ite Eh, aos GR a ee 176, 456 , 000 8, 686 , 000 
Pohciesumforcecat year-end Gs ot 8a 4 oT Aare 243,198,000 116,789 , 000 
Export financing agreements at the risk of the— 
Corporation: 
A PTCCINER ES SIEGE 2.04 HU Raa creams Win ha aside eiel aks tas Peake ake 96,071,000 65, 269,000 
Wishursementaenisd OF 4 se soos eh gee ea inahs Me Mee ane a te aN 70,714,000 54,963,000 
Eerineipalrepay ments 5 0s ary tas Ow quarters me ice daca Grek 27 , 852,000 27,071,000 
Principal oustanding at year-end. <2), 3 Me eee one 289 , 800, 000 250,403 , 000 
Government: 
Agreement siened sion. ical 2 uP yc cats en ebay aed 4,000,000 a 


LISI OMRON TLACIG onic enh cco ieeae hen Cheha can sch Oa Ale ge = eg 
IPYULCIAL Dene VICI 8 ose ies it Me eee hae ee oh ey ss a8 
Principal outstanding at year-end... . 2.2... 6/624. eens — = 


The following is a summary of transactions in respect of claims paid to 
policyholders: 


Nature of Outstanding Claims Amounts Written Outstanding 

claim Jan. 1, 1970 paid recovered off Dec. 31, 1970 

Lnselvency 5%) pact Apuaasln Cope Rees $ 170,000 $ 265,000 $ 64,000 $ 152,000 $ 219,000 
PO BISUUG ces ie es pee: Bears sw. cake 1, 267,000 262 , 000 224 , 000 290 , 000 1,015,000 
PX CU ONVe Wr AUCIOl ahead ene ee 1,389,000 74,000 613,000 26 , 000 824 , 000 
Gtk eater rau eG oles apes 12,000 9,000 6,000 1,000 14,000 


$ 2,838,000 $ 610,000 $ 907,000 $ 469,000 $ 2,072,000 
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The Corporation anticipates substantial recoveries from the outstanding claims 
of $2,072,000 and the amounts recovered will be recorded as income in the year in 
which the recoveries are effected. 


Last year we reported that the Export Development Corporation had improper- 
ly retained $3,267,000, the Government’s portion of accrued interest at September 30, 
1969 on notes receivable held under financing agreements in the name of its 
predecessor, the Export Credits Insurance Corporation. In June 1971 the Export 
Development Corporation remitted the amount retained together with interest to 
the Receiver General for Canada. 


304. Farm Credit Corporation. This Corporation was established by the Farm 
Credit Act, R.S., c. F-2, to make, administer and supervise long-term mortgage loans 
to farmers. The Corporation also administers the Farm Syndicates Credit Act, R.S., 
c. F-4, which authorizes the making of loans to qualified syndicates of three or more 
farmers for the purchase of machinery, buildings or land for their co-operative use. 
The head office of the Corporation is in Ottawa and there are seven provincial 
branch and 118 field offices including the offices of 30 district supervisors. 


The Crown’s equity in the Corporation at March 31, 1971 was $1,207,098 ,000 
comprising: capital, $45,300,000; loans from Canada, $1,131,450,000 (of which $6,- 
280,000 was in respect of the Farm Syndicates Credit Act); accrued interest on loans 
from Canada, $29,048,000; a reserve for losses under the Farm Credit Act, $1,288,- 
000; and retained earnings from operations under the Farm Syndicates Credit Act, 
$12,000. 


During the year, 4,100 loans amounting to $116,548,000 were made under the 
Farm Credit Act compared with 5,743 loans totalling $158,018,000 in the previous 
year. Repayments of principal amounted to $73,964,000. Loans outstanding at 
March 31, 1971 including accrued interest amounted to $1,202,547,000 compared with 
$1,153,713,000 at March 31, 1970. 


The following is a summary of the income and expense of the Corporation 
under the Farm Credit Act for the past two years: 


Year ended March 31 


1971 1970 
Income— 
PMbevesttensnin gaye) 7. SL ALES Ba eG. 2. ABS. $ 64,796,000 $ 58,473,000 
Dehich; interest-on loans trom: Canada. kad s4.stanuseiemeaas do aes 66, 862 , 000 60 , 525,000 
(2,066 , 000 ) (2,052,000 ) 
Appraisal, supervision and legal fees, etc.................000eee 845 , 000 1,121,000 


(1,221,000) (931,000) 
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Year ended March 31 


1971 1970 
Expense— 

Salaries and.employée benefits: » eth kiceed a - See a: Meld. Ty $ 6,022,000 §$ 5,982,000 
OPICEPACCOLIMIOCR tialite ser 'acc ascii tars eden tre A ete seers ore 489 , 000 482,000 
PPA VC ATRY Cre. See Rta eit eri lee: settee ere cM fang wie tears 485 , 000 583 , 000 
Postage, express, telephone and telegraph...................... 133,000 142,000 
Rental and maintenance of office equipment.................... 109 , 000 100, 000 
Printing, stationery and oilice supplies... .. 23-5 .ug 2 eeon owe ew oe 71,000 102,000 
HVE DTECIATIOINL Ae Oe Cs Oe ee ny Coe Beer ee eee tora te oe 46 ,000 51,000 
Di ite ae EEN WRU NR LUCE Ales Weegee at Wel Bem eure Nance Sah 5, 62,000 65,000 
7,417,000 7,507 , 000 

Less: Portion allocated to operations under the Farm Syndicates 
CEUTA CUS. ee tee Sorat arts Ae teen a CPS Ue etn Ae GN aie deco 35,000 28,000 
7, 382,000 7,479,000 

Net operating loss provided for by Agriculture Vote 45 (Vote 70 in 


POOOSAD NA. By eike at Wee aie enh. al eaten EAA che oR MPa anes $ 8,603,000 $ 8,410,000 


With respect to operations under the Farm Syndicates Credit Act, the Corpora- 
tion had income of $51,000 from earned interest (net) and service charges, wrote off 
loans of $5,000 and allocated expenses of $35,000 to these operations. The net profit 
of $11,000 was transferred to retained earnings which increased the balance in that 
account to $12,000 at March 31, 1971. Since the Act came into force on December 11, 
1964, the Corporation has made 881 loans totalling $8,906,000 repayable over a term 
not exceeding fifteen years. Loans outstanding at March 31, 1971 totalled $6,377,000 
including accrued interest. The interest rate on new loans was reduced from 83% to 
8% effective October 1, 1970 and to 7% effective April 1, 1971. 


Section 15 of the Farm Credit Act requires the Corporation to establish a reserve 
out of which may be paid ‘‘any losses sustained by the Corporation in the conduct of 
its business’. The section further provides that the Corporation shall credit its net 
earnings each year to this reserve until the amount of the reserve equals the capital 
of the Corporation. At March 31, 1971 the capital of the Corporation amounted to 
$45,300,000 whereas the reserve for losses was only $1,288,000. In our report to the 
Minister of Agriculture under section 77 of the Financial Administration Act on the 
results of our examination of the accounts of the Corporation, we referred to the 
inadequacy of the former statutory lending rate of 5% on loans to farmers and the 
continuing deficiency in the reserve for losses. 


The statutory lending rate of 5% was abolished with effect from November 15, 
1968 and the interest rate on loans to farmers is now prescribed for each interest 
period in accordance with the Farm Credit Act Interest Rates Regulations. On 
October 1, 1970 the rate was reduced from 83% to 84% and on April 1, 1971 it was 
further reduced to 73%. However, these rates were applicable only to new loans and 
annual losses will continue with respect to loans made at the former statutory rate so 
that for a considerable time there will be no earnings to credit to the reserve for 
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losses. Since 1963 the annual losses of the Corporation resulting from the low 
statutory interest rate have been recovered from annual parliamentary appropria- 
tions. This policy will prevent further depletion of the reserve by such losses, but 
does not provide for the building up of the reserve to an amount equivalent to the 
capital of the Corporation as is contemplated by the Farm Credit Act. 


In 1969 we recommended to the Corporation that in view of the magnitude of its 
operations and the growing volume and value of its outstanding loans, consideration 
should be given to the appointment of an internal auditor. An appointment has 
been made effective September 1, 1971. 


305. Freshwater Fish Marketing Corporation. This Corporation, established by 
the Freshwater Fish Marketing Act, R.S., c. F-13, consists of a Board of Directors 
composed of a chairman, a president, one director for each participating province 
and four other directors, each of whom 1s appointed by the Governor in Council to 
hold office for a term not exceeding five years. A director for a participating 
province is appointed on the recommendation of the Lieutenant Governor in 
Council of that province. The head office of the Corporation is in Winnipeg. The 
Corporation was constituted to market and trade in fish, fish products and fish 
by-products 1n and out of Canada with the object of increasing returns to fishermen. 


At April 30, 1970 the Crown’s equity in the Corporation was $1,900,000 in the 
form of loans. 


The following is a summary of the income and expense of the Corporation for 
the year ended April 30, 1970, its first year of operations: 


YB INS Dies arene ante Ani meat ayer care Uma arte OMe APES gs EE rc IRE AY BAT EI Se ER Se TN $ 14,398,000 
OS UROL ESATO Sie ek ec traits ph eR OR TUG SANE hea es cease ste Mall ag ee lhe etna ety Bees ene tac 13,010,000 
1,388,000 
Expense— 
Salaries and CMplovee:DEMENUS a. cucls cswae seine ea as hoe aes se Redon $ 250,000 
TNL ERES Cree ete aides arate ee te oh FAN Shatter en thar Oe et RU ee ee 120,000 
Bad debts written off and provision for doubtful accounts.......... 64, 000 
Proressionallaser viaccess... fied Beet a ele oe us Bet as Sagas Shs 54,000 
TESTS Patel GOR ler ee Ae REE RS NS Ne eRe? ar, Ae 52,000 
Woman Carats es ene eee a eres A tet td eet a eee see eee 27,000 
OMG ap Desh sesh EES. Als A OU oe, ea A 27,000 
A CCOMMMNOGMADIONA ox, Ueock! § <uete see cee ren arte Be eet do Roe ae 14,000 
EMT 2 Pe Cre Par re ere ee ier a ict eine oi wee nae 51,000 
659 , 000 
Less: Government grant provided under section 16 of the Act...... 100, 000 
559 , 000 
Excess of income over expense to be distributed to fishermen....................- $ 829 , 000 


306. The National Battlefields Commission. This Commission was established by 
The National Battlefields at Quebec Act, 1908, c.57, to acquire and preserve the 
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historic battlefields at Quebec. The Commission consists of nine members, seven of 
whom are appointed by the Governor in Council and one each by the Provinces of 
Ontario and Quebec. 


At March 31, 1971 the proprietary equity of the Crown in the Commission was 
$1,666,000 comprising capital assets at cost, $1,639,000, and working capital of 
$27,000. 


The following is a summary of the expense of the Commission for the past two 


years: 
Year ended March 31 


1971 1970 
malanies, waged anid ni ployee: DENELES wens Sccie'e'< ids yo 4 <’elek etoues A mee eine eee $ 186,000 §$ 213,000 
PGlicine Services ad Ween ee ee re nee OES 5 gt SEU EN SS AE Oe es eee 32,000 31,000 
Light, heat, power, gasolime and aii wires ere ee. Pe ee Oe, RY 18,000 17,000 
Hepairs, oltOsds. GnVeways AUG DUIGINUS Jo, Aa. see Ol ale cnaaetep nite + ae 16,000 28,000 
Legal services............ Og Sere URE MATT iis, ik oreats Ga Sete ne eae cease 10,000 5,000 
Operatiig suppliestanddursery stocks. .Weeinw seo eb Oped hy eine a ee ee 9,000 10,000 
LVROpSUPC CIN! che awe Re ates A RE cee Dey Ts seve mete de eee 6 , 000 3,000 


RED OE Seva e A ce Ris Sate ta igs eae eae he aera ae lll vara ats ec ne ons ge eae 7,000 14,000 


284 , 000 321,000 
CIPLC LOUDLY ce rc Ee ced baa aia 1) oT tence Oh tases 3, os ol bec ee men ea 6,000 16,000 


$ 290,000 $ 337,000 


The expense for the year was met to the extent of $289,000 from Indian Affairs 
and Northern Development Vote 75 and $1,000 from miscellaneous income. 


Funds contributed by the provincial governments, municipalities and others, 
which may be used only for the acquisition of land with parliamentary approval, 
amounted with interest to $41,000 at March 31, 1971. There have been no transac- 
tions since 1938. 


307. National Capital Commission. This Commission was established by the 
National Capital Act, R.S., c. N-3, to succeed the Federal District Commission which 
had been established in 1927 as the successor to the Ottawa Improvement Commis- 
sion formed in 1899. The objects of the Commission are “‘to prepare plans for and 
assist in the development, conservation and improvement of the National Capital 
Region in order that the nature and character of the seat of the Government of 
Canada may be in accordance with its national significance’. The Commission 
consists of 20 members from across Canada appointed by the Governor in Council 
for terms not exceeding four years. 


Subject to the control exercised by the Governor in Council, the Commission 


has wide powers including those relating to: acquisition and development of 


property; construction and maintenance of parks, roads, bridges, buildings and 
other works; undertaking joint projects with municipalities or making grants to 
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municipalities; construction and operation of concessions; and the administration 
of historic buildings and sites. 


At March 31, 1971 the Crown’s equity in the Commission was $183,726,000 
represented by capital assets at cost, $163,139,000, and working capital, $20,587,000. 


The Commission’s activities are financed by annual parliamentary appropria- 
tions, by loans from Canada for the acquisition of property, by revenues’ from 
rentals, etc., and by sales of land acquired from the National Capital Fund. These 
sources provided funds totalling $26,248,000 in 1970-71, bringing to $42,644,000 funds . 


available to the Commission as follows: 


Panceine Nations Capital Fund, April ly 1970... cade wcalsd os one by eon eale wes $ 13,528,000 
RP moxpended prior year loans (rom Canada ow sit 'ho al adc e os Aka den al Re as 2,868,000 
16,396 ,000 
Parliamentary appropriation to National Capital Fund............... $ 17,100,000 
Less: Amount used to repay loans from Canada................. 7,565,000 
PCT eT 9,535,000 
Parliamentary appropriation for operating expenditures.................... 000005 11,296,000 
Loans from Canada for the acquisition of property <0). fit. eee dee wo baee t ee 3,000,000 
BVO eres sens Pere eee Figs bo cole cnet PERSO ES ET se oe ARE ORES a 2,058 , 000 
TeCOveRY Gl PUOre years Gxpendleunes «1 etem 279. 20 A ka. aly okt EE Oe a 416,000 
Sales of land acquired from the National Capital Fund.......................... 95,000 
Acsvoctment i respect of prior year sale of lands foe as sas pe eget e meee (152,000 ) 
26 , 248 , O00 
$ 42,644,000 


Expenditure was $22,400,000 leaving a balance available for future expenditure 
of $20,244,000 at March 31, 1971, comprising $16,943,000 in the National Capital 
Fund and $3,301,000 in unexpended loans from Canada. At March 31, 1971 the 
Commission also had parliamentary authoritv to borrow a further $3,000,000 for 
property acquisitions in the Greenbelt, being the difference between the total 
amount of $43,300,000 authorized by Parliament for this purpose and the $40,300,000 
borrowed by the Commission. The following 1s a summary of expenditure for the 
past two years: 


Year ended March 31 


1971 1970 
Operating expenditure— 

(Operation dalid MAINFENAN CO sv noe sh ve 2 Ee oe ee $ 4,743,000 $ 38,166,000 
ATMEL AD OILS Sx Ces dh ha id Roe ake: Oe wie Sata ed aso aa eNe 3,762,000 3,891,000 
intetest onsloans:.\ cck-¢8 ot Seen ers cee oh Ed ee a ee Alo ae 3, 369 , 000 3,449 , 000 
Contributions, assistance to municipalities, maintenance and 

FeNsbUiLA lion, Projects Me0C sais eked atom Mra heels ae mousse aie 2,744,000 2,991,000 
RSPAS ACM Ol: LAKES ty end an ene RG m ter oe Reet EP Moce dime, SOURED 1,070,000 1,081,000 


15,688 , 000 14,578,000 
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Year ended March 31 


1971 1970 
Capital expenditure— 

Property ACQUISILIONS A thers oy scree kre eke tat ee ae, Gon, eee $ 3,608,000 $ 4,935,000 
Pare ways tere cermin en rd eae Ae hg: CRATE LLM 1,349,000 1,030,000 
iiaprovermente voaands and. DUNGINES sss. 2 00) ores eae ok ee ee 681,000 1,307,000 
Operating andiofiice, equipment) m.. eds etign oe Oo Dh gE 410,000 470,000 
Oper snc iding arksors su co ak et win! hat aha a he Be ee ee a 664 , 000 239 , 000 

6,712,000 7,981,000 


$ 22,400,000 $ 22,559,000 


Operation and maintenance expenditure increased by $1,577,000, of which 
labour costs account for $1,190,000 as follows: retroactive pay of $690,000 resulting 
from a new collective bargaining agreement and approximately $500,000 in wages of 
additional hourly rated employees, of which $321,000 was spent on a supplementary 
work program in the Gatineau Park. Snow removal costs for government grounds 
were double that of the previous year, an increase of $390,000. 


The cost of contributions, assistance to municipalities, maintenance and 
rehabilitation projects, etc., decreased by $247,000 as a result of a reduction of 
$887,000 in expenditure on the repair of the Champlain Bridge and a decrease of 
$497,000 in railway relocation expenditure, offset in part by a contribution of 
$1,153,000 towards the cost of a filtration plant in Hull for which there was no 
counterpart last year. 


The decrease of $1,327,000 1n expenditure for property acquisitions was mainly 
accounted for by reduced outlays of $860,000 for future parkways in the National 
Capital Region, $214,000 in the Confederation Square area, $213,000 in downtown 
Hull, and $199,000 on Sussex Drive, offset in part by increased purchases in the 
Greenbelt of $167,000. 


Expenditure on parkways increased by $319,000 primarily due to the construc- 
tion of the Airport Parkway. 


The decrease in expenditure of $626,000 on improvements to lands and build- 
ings was more than accounted for by a reduction of $388,000 in expenditure on 
improvements to the Transportation Building, Ottawa, which now serves as the 
headquarters for the Commission and a decrease of $265,000 in expenditure on 
improvements in the LeBreton Flats area. 


Expenditure of $214,000 on plans for, and construction of, a sewerage system at 
Lac Philippe comprised the major portion of the increase of $425,000 in other capital 
expenditure. 


In August 1969 the Commission received a directive from the Treasury Board 
with respect to loans for the purchase of property other than in the Greenbelt under 
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which, starting in 1970-71, loans would be provided only to acquire, improve and 
service properties which are to be sold to other users, thereby enabling the Commis- 
sion to repay the loans. The Commission interprets this directive as referring to sales 
to government departments as well as to outsiders. During the year property 
acquisition financed by loans totalled $2,567,000 compared with $4,630,000 in the 
previous year. Inasmuch as, to the best of our knowledge, this land is to be used for 
government purposes, we are of the opinion that its cost should have been charged 
to expenditure. 


Paragraphs 96 and 97 of this Report deal with matters noted in the course of our 
examination of the financial transactions of the Commission. 


308. National Harbours Board. This Board, which has its head office in Ottawa, 
was established in 1936 by the National Harbours Board Act, R.S., c. N-8, and has 
jurisdiction over the harbours of St. John’s, Halifax, Saint John, Belledune, 
Chicoutimi, Quebec, Trois-Riviéres, Montreal (including the Jacques Cartier and 
Champlain Bridges), Churchill and Vancouver, together with grain elevators at 
Prescott and Port Colborne. The Board consists of a chairman, a vice-chairman and 
two other members appointed by the Governor in Council. 


The Crown’s equity in the Board at December 31, 1970 was $523,577 ,000 compris- 
ing: equity represented by the cost of assets transferred to the Board on its 
establishment and subsequently, $75,497,000; loans and advances, $410,153,000; 
interest in arrears on loans and advances, $151,584,000; reserves, $11,576,000; and 
accumulated deficit of $125,233,000. The Crown also had an equity of $10,280,000 in 
certain projects on the Board’s Montreal Harbour property relating to the Canadian 
Universal and International Exhibition, Montreal, 1967. 


The Board’s indebtedness to Canada for loans and advances increased by 
$6,714,000 during the year while interest in arrears increased by $11,372,000. The 
loans and advances and the arrears of interest thereon have increased steadily in 
recent years as shown 1n the following table: 


Interest in 


Loans arrears on 

and loans and 

December 31 advances advances 
TLE G5 kes Pope ert, cams ls ace oA ie ir wf ee et $ 290,937,000 $ 64,786,000 
NOG IA st eee cone AAR. Boys RA OE Ge hes Ae AY 308 , 882 , 000 71,290,000 
LOG 3 ee ie. OR ees « ie See ae eee heen ned 316,787,000 78 , 559,000 
ROG Cea hon rhe ot ceed eke ibs beg k seek uh ve 320 , 094 , 000 86 , 204 , 000 
TS a aeere Salbe I aah cote Fil Sivhes SO ia McM a tee olds. anti ene 325+212,000 93 , 285,000 
POGG aed Lett CRD. ee ee. er et att 343, 788 , 000 103 , 203 , 000 
NOD ie ee ao Be, ae i are a age ot ; 365 , 643 , 000 114,561,000 
OG se ee Racieay irs ig Cae Recah AER RR Eg ene MEM In aia ot ha Wee is 394,524,000 127,210 2000 
LOGURCE R.A ae STAG ee Cy AER k GRE ae ct AM al iene. Re 403 , 439,000 140, 212,000 


Oven aa hk ee er Astras Te Peis srg We 410,153,000 151,584,000 


240 REPORT OF THE AUDITOR GENERAL — 1971 


In previous Reports we have observed that there was little prospect of the Board | 
being able to meet its principal and interest obligations and recommended that the | 


financial structure of the Board be reconstituted. In February 1967 the Public 
Accounts Committee, in its Twelfth Report 1966-67, commented as follows (see 
Appendix 1, item 24): 


The Committee is concerned that there appears to be little prospect of the Board being in a 
position to meet its principal and interest obligations and recommends that the financial 
structure of the Board be reconstituted. In this connection it was pleased to receive assurances 
that this matter will be dealt with by the Department of Finance and the Board within the 
next twelve months. 


The financial structure of the Board was not reconstituted as the proposals made by 
the Department of Finance were not acceptable to the Board. The matter was 
subsequently left in abeyance pending the creation of the Canadian Marine Trans- 
portation Administration. This Administration, of which the Board forms part, was 
created in 1970 and is to be structured to co-ordinate and develop all federal 
waterways and harbour services on a self-financing basis. On May 12, 1971, the 
Minister of Transport made a statement in the House of Commons in which he 
outlined the proposed developments and the objectives of the new Administration. 
On May 13 the Public Accounts Committee discussed the matter with officers of the 
Board and the Canadian Marine Transportation Administration but no further 
recommendation has been made by the Committee. 


Montreal Harbour is adjacent to the site of the 1967 World Exhibition and some 
of the Board’s properties were expanded to provide facilities to service the site. The 
larger projects involved the widening of MacKay Pier, the relocation of harbour 
railway tracks, the filling and grading of a parking lot, and the construction of a 
roadway which connects the University Street extension to the site and to the 
Champlain Bridge. These projects with a cost value of $10,280,000 were financed by 
parliamentary appropriations. They have been under the management, charge and 
direction of Central Mortgage and Housing Corporation but by March 31, 1971 most 
of them had reverted to the administration, management and control of the Board. 


Until revocation of tolls on June 1, 1962 the Jacques Cartier Bridge was 
operated under a tripartite agreement which required both the City of Montreal and 
the Province of Quebec to pay to the Board one-third of any annual deficit arising 
from the operation of the Bridge to a maximum of $150,000 each. Since 1944 the 
Province has refused to make the required contributions and at the end of 1949 its 
accumulated indebtedness amounted to $744,000. The accounts of the Board contin- 
ue to show this amount as due from the Province. From 1950 until revocation of tolls 
the Bridge did not incur an operating deficit. Prior to September 1966 the Board was 
unable to institute legal proceedings against the Province without first obtaining a 
fiat from the Provincial Attorney General. In 1967 the Board resubmitted its claim 
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to the Province. In the same year the Board submitted the problem to a special 
committee of the Treasury Board Advisory Committee on Real Property but no 
solution was forthcoming. In August 1970 the Board reported to the Federal-Provin- 
cial Relations Secretariat of the Privy Council Office on several other problems in 
the Montreal-Longueuil area of Quebec but made no specific reference to this 
problem. (See also paragraph 60 of this Report.) 


The following is a summary of the operations of the National Harbours Board 


for the past two years: 
Year ended December 31 


1970 1969 
| Income— 
| ROUTING ROU IENCA EW A Uy ch ERE ELEN fatter 5 Gotti ay Shiekh wx Sash ase $ 5,489,000 $ 4,906,000 
STOP CRI ACH ILO sir he tcmwiyi ht Bae £ hs OER eR ee ead ee eee 32,059 , 000 28,424,000 
DD DOr cChv ices oan Stearate Lo. poet ees s } sores Ge weeny 2,443, 000 2,190,000 
SE CaM cia er) i eee Beh Al ne ods Salad pidlse, seats ltt wlan Phldho ee 2,714,000 2,437,000 
42,655,000 37,957 , 000 
Expense— 
Operation and maintenance: 
Perrin ge raclupies fee ake oie ee eo keet GS $ 1,685,000 1,680,000 
PEDO ACIILIGS tie Memes enews Gh ye efi tytn 40 9 , 936 , 000 9,558, 000 
UDC! Peer viCeee re a see Mia aes 8,082,000 8,063 , 000 
BST Ce erst tee ae ah Ae A sacl sth Joss are REE 1,930,000 1,873,000 
21,633,000 21,174,000 
IDS eCIA oe. preereE ney oa cits eer ee a ela ha eee es 7,903,000 7,609, 000 
(Staite ti vere. OF MAUNICIDEL CAXCS-..0) 6 oo 02 Wn owes tos vlalte 2 es 6,571,000 5,278,000 
Administration: 
Salaries of Board Members and Executive 
DI CCCatereye ois ced: reas), abies Bare 106,000 157,000 
CUE TOUICALATIES eae noche Ae teteho oe, Vesa 4, hci Vaca d 2,789,000 2,721,000 
Contributions to employee pension plans 166 , 000 169 , 000 
PVTIOR CR ONEG Gru M pecker sae, Seay, cu ea, ea 1,011,000 15325, 000. 
WESCRIISNEOUS he ea do ced ai a ee es 657 , 000 248 , 000 
4,729,000 4,618,000 
40,836,000 38 ,679 , 000 
TERCESS OF MCOMEOVEr EXPenses:/ oe ood TSI BARS OLN SRY 1,819,000 (722,000 ) 
Interest expense— 
Interest on loans and advances from Canada.... 15,640,000 14,973,000 
Less: Interest received on investments...... 5,413,000 4,196,000 
10, 227,000 10M 7 O00 
PGi tree: COAT re Oe pin eta eee, Tere, Meee een Mie $ 8,408,000 $ 11,499,000 


The increase in income from shore facilities was mainly attributable to a 22% 
increase in the total cargo, principally grain, handled by the Port of Montreal as 
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well as significant increases in the cargo handled in both the ports of Vancouver and 


Quebec. 


The increase in grants in lieu of municipal taxes 1s mainly due to retroactive | 
payments of grants to the City of North Vancouver for 1969 and prior years. 


The increase in interest received on investments was due to increased holdings | 
of treasury bills and to the Board’s cash holdings being in a special account yielding 
nearly double the interest of prior years. 


Paragraphs 130 to 138 and item 6 in paragraph 212 of this Report deal with | 
several matters noted in the course of our examination of the financial transactions | 
of the Board. 


309. Northern Canada Power Commission. This Commission, established in 1948 | 
under the Northern Canada Power Commission Act, R.S., c. N-21, consists of three | 
members appointed by the Governor in Council. The objects of the Commission are | 
to construct and operate electric power plants and other public utilities and to | 


} 
} 


supply power and utilities to users in the Northwest Territories and the Yukon | 
Territory and, with the approval of the Governor in Council, in any other part of | 
Canada. The Commission, with its head office in Ottawa, operates nineteen power | 
plants, five heating plants, six sewerage systems and seven water systems. | 


The Crown’s equity in the Commission at March 31, 1971, comprised : | 
BAAN AT NCES ase Staccato Me ko isso oF gas he ra RE REA Save es, Banas CSTD eek OL Re Ce ne $ 49,410,000 | 
Portion of interest on advances not recorded in Public Accounts..................... 1,180,000 | 
Cost of: 

Central heating, water and sewerage and fire alarm systems financed by parliamentary 
PDO PETA HONS aah Ene cer NG ia ae ai hd co care ie aca id an 9,841,000 
Extension, expansion and improvements of capital assets, financed from earnings..... 1,343,000 
Reservetor Gontmeencles:... tees see More we apeek alc eote Atte beam ste RB ae ae ae ee 2,590, 000 
PrCLAICONCATTI gS is eye 2 eds Me re, iit Ts wins BO castes woah ay Alea Bee 789 , 000 


$ 65,153,000 


The Commission also acts as agent for Canada in respect of loans of $216,554,- | 


000 made to provincial power commissions under the Atlantic Provinces Power | 
Development Act, R.S., c. A-17. 


In reports to the Commission’s management in recent years and in paragraphs 
131, 1382 and 133 of our 1970 Report to the House of Commons, we drew attention to 
expenditure made without proper authority, inadequate accounting and financial 
controls and inadequate collection action with respect to accounts receivable. While 
there was some improvement in the collection of accounts receivable, in general the | 
conditions not only continued to exist in the year ended March 31, 1971 but had 
deteriorated to such an extent that it was not possible to express an opinion as 
required by section 77 of the Financial Administration Act on the correctness of the 
Commission’s accounts and financial statements for the year ended on that date. | 
This matter 1s also referred to in paragraph 156 of this Report. | 
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The following is a summary of the income and expense of the Commission 
based on the uncertified financial statements for the year, with comparative figures 


for the preceding year: 
Year ended March 31 


1971 1970 
Income— 
or GNM OLS Bal gah 1 Se OR Daa REC: ©: DRA”, HORE GE UREA SHOR AU Rn NOT Tie $ 7,815,000 $ 6,555,000 
Income arising from construction, maintenance and operation of fa- 
cilities for government departments and others................. 1,691,000 1,548,000 
Ale OiheR tom Mud sauce. Sate Ries. ts. Sate. a: HOT ee. 1,273,000 1,228,000 
HVISSCE NAN COUS natant tee ah oi Aes ta oe che aicladd Mier a ak ene Lan Ro ed 375,000 319,000 
11,154,000 9,650,000 
Expense— 
Operation: Aled yan Cena nCe yee. aca fcc eee ee eee oe ree tones 6,917,000 5,457,000 
IimeereeteODsaAGV airces IPO CADAGA a) i-< shes ksae othe, Gambon hols wigs dower 2,416,000 1,557,000 
VEEL EOI POL AURORA wee eh ene Seely ne weston be vanehtontne weno eeotaeetetake eee 1,062,000 862,000 
ACO IStEAtIONS ratee ye SO. eee ee. Bae. eA Oe 678 , 000 581,000 
11,073,000 8,457,000 
iINefincome before extraordinary items, ¢.403.6 5.4 ew dss wee owe es 81,000 1,193,000 
BEKO ACI AT VAIbOIIIS Wt fires s dn we eras oc a ee a mance yee tame a oe 510,000 — 
ENG t eI OSS aC IR CONG 9 en sept re 8 On ake ees Beate um Wigs Riet  Sh ad alone ghd ecdh Gs $ 429,000 $ (1,193,000) 


The increase of $1,260,000 in income from the sale of power is mainly attributa- 
ble to increased demand for power at Faro, Y.T., and at Yellowknife, Inuvik, 
Frobisher Bay and Cambridge Bay in the Northwest Territories, to the transfer of 
the power plant at Fort McPherson from the Government of the Northwest Territo- 
ries to the Commission and the operation for a complete year of the plant at Fort 


Good Hope. 


The increase of $143,000 arising from construction, maintenance and operation 
of facilities for government departments and others is due mainly to the construc- 
tion of a waterworks extension at Inuvik and the construction of a utilidor extension 
to the school at Frobisher Bay. 


The increase of $45,000 in the sale of heat is largely attributable to the increased 
demand for heat to service the Inuvik community. 


The increase of $1,460,000 in operation and maintenance expense is mainly due 
to increases of $325,000 in salaries and wages, $349,000 in fuel and lubricants, 
$286,000 in plant expenses including improvement and $159,000 in provision for 
doubtful accounts. An increase in the number of employees, salary increments and a 
general increase in price levels were the main contributing factors. 


Extraordinary items of $510,000 comprised mainly pay increases retroactive to 
October 1967 in accordance with a collective bargaining agreement made in 1970, 
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$219,000, adjustment of fuel costs of prior years, $112,000, and adjustments to the 
previous year’s revenues from the sale of heat and power, $130,000. 


Paragraph 157 of this Report also deals with certain matters noted in the course 
of our examination of the financial transactions of the Commission. 


310. Northern Transportation Company Limited and subsidiary company. North- 
ern Transportation Company Limited, a wholly-owned subsidiary of Eldorado 
Nuclear Limited, was incorporated in 1947 under the provisions of the Canada 
Corporations Act, R.S., c. C-32, to take over the business of a predecessor company 
whose shares had been acquired when the capital stock of a privately-owned 
company was expropriated by the Crown in 1944. In 1965 the Company acquired the 
capital stock of Yellowknife Transportation Company Limited and its operations 
have been integrated with those of the parent. 


The Company is empowered to carry on a general transportation business by 
land and water throughout Canada and elsewhere, but activities have been almost 
wholly confined to the Mackenzie River system and the Western Arctic. The head 
office of the Company is in Ottawa and administrative headquarters are in 
Edmonton. 


The equity of Eldorado Nuclear Limited in the Company at December 31, 1970 
was $8,472,000 comprising capital stock of $152,000, a reserve for insurance of 
$500,000, contributed surplus of $1,003,000, and retained earnings of $6,817,000. 


The reserve for insurance is fully funded in short-term deposits. Its purpose is to 
provide for the replacement of any assets destroyed by fire, explosion or other 
catastrophe, and the amount of the reserve, $500,000, is related to the maximum 
probable loss of assets other than large Arctic vessels which were commercially 
insured for a total of $6,180,000. 


In the fiscal years 1968-69, 1969-70 and 1970-71 the Company was authorized to 
borrow up to an aggregate amount of $20,500,000 subject to certain terms and 
conditions prescribed by the Governor in Council to finance the acquisition of 
transportation facilities for use on the Mackenzie River and Central Arctic coast. Of 
this amount, $17,500,000 has been borrowed and a further $3,000,000 is available to 
the Company. A total of $3,000,000 has been repaid and $3,879,000 including interest 
of $379,000 is repayable within one year. The remainder of $11,000,000 is repayable 
by December 31, 1974. 


The following is a summary of the results of the Company’s operations for the 
past two years: 
Year ended December 31 


1970 1969 


Income— 
PP CIRNT ORIN S oe ek ee a Ce See $ 8,356,000 $ 8,492,000 
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Year ended December 31 


1970 1969 
Expense— 
Operation and maintenance: 
DAES UUMWOLES OTR. CURRENT. Ae G End Sees Seas hawt s old ad $ 2,880,000 $2,600,000 
Me AIO Nectar eae ahaa Sp REP ERS Urs iad wenn Bae 1,947,000 2,128,000 
Pro painscANG Miaineelanre.ovcn fea cuneate c+ ke uiveiide Crm ee aude 1, 227,000 1,302,000 
HG Ls A aE LCA TIS Maines. ope div VER o Bae We Gare Yee oO Re ace oh 555, 000 465,000 
WES ap ell oa iat ecg 9 sien rietes Sain ges er ha ag ie otke-b 4g RON 194, 000 144,000 
IES) meatier Ri coke al ces cae ark a lll arty Sl deh a Me AR a ke Sa deka Bde 439 , 000 381,000 
7,242 , 000 7,020 , 000 
1B a NWETOUES BACUN TS Ci tee eet» Ms gta i RR one Aas ee Ral CET 749 , 000 579 ,000 
7,991,000 7,599 , 000 
Pe eCOne (LOM ONeravioniacs omar Gta ees ttyl cot Nae a Ie Da ke 365 , 000 893 , 000 
VARS PEUTIC GO iGrit) CHING Rien cee Acar sh tolls ees Wis nid 4 ag ede ok Cina 3d ee 110,000 82,000 
475,000 975,000 
Riparest GlMOnGS TFOn ANAC nag mie chet» atk SER iL Ae Rahs SRE 1,019,000 468 , 000 
544, 000 (507 , 000) 
EO VISOM LOY ALCOLMEHEAR SP tar eae Oe a ete Bes Subs see ee Ee we — 251,000 


IN ORMLOSE IN CUING) Oeste tht atten Cite omnes PPE UNES our aah ena ae $ 544,000 $ (256,000) 


Although 281,000 tons of freight were handled compared with 256,000 tons in 
1969, revenue declined slightly due to a curtailment of long-haul freight for Arctic 
oil exploration. 


Despite the continued substantial increase in the value of capital assets, 
depreciation declined by $181,000 to $1,947,000 due to a change in the Company’s 
depreciation policy. The Company’s marine equipment is now being depreciated 
over 15 years rather than 10 years as in the past. As explained in a note to the 
financial statements the depreciation expense and the loss for 1970 would have been 
$641,000 greater had the rates in effect in 1969 been used. 


311. Polymer Corporation Limited and subsidiary companies. Polymer Corpora- 
tion Limited was incorporated in 1942 under the Canada Corporations Act, R.S., c. 
C-32, pursuant to the provisions of section 6 of the Department of Munitions and 
Supply Act, 1939, c.3, for the purpose of producing synthetic rubbers and chemicals. 
To enable the Corporation to become more diversified, 1ts purposes were extended 
by supplementary letters patent issued in May 1970 to include other products and 
services. The head office of the Corporation 1s in Sarnia, Ont. 


During the year a wholly-owned subsidiary, Polysar Latex Inc., was incorporat- 
ed in the United States and, working towards its broader objectives, the Corporation 
entered the polystyrene field in that country with the acquisition of Solar Chemical 
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Corporation and its subsidiaries. The Corporation also acquired a substantial inter-— 
est in Com-Share (Canada) Limited, a computer time-sharing company, with the 
option to obtain majority control; and a minority interest in Stressed Structures Inc. 
in the United States from which it obtained an exclusive licence for application of 
its technology in Canada, as well as options for similar licences in several other | 
countries. | 


At December 31, 1970 the Corporation had fifteen wholly-owned subsidiaries: — 
three each in Switzerland and the United States, two each in the Netherlands and 
Canada and one each in Britain, Belgium, Italy, Mexico and Sweden, and also held | 
a 95% equity in two subsidiaries in France. The Corporation was a minority 
shareholder in companies in Mexico, South Africa, the United States and Canada in 
which it had invested $11,565,000. A note to the financial statements discloses that , 


The underlying book equity of the Corporation’s investment in other companies is approxi-_ 
mately $1,500,000 below cost, which amount is deemed by Management to be substantially less | 
than the portion of such investment relating to unrecorded intangibles acquired during 1970. 


Except to the extent of dividends received, no provision has been made in the 
accounts for the profits or losses of companies 1n which the Corporation is a minority | 
shareholder. 


The equity of the Crown in Polymer Corporation Limited and its subsidiary 
companies at December 31, 1970 amounted to $117,808,000 comprising capital stock | 
of $30,000,000 and retained earnings of $87,808,000. Dividends of $3,000,000 paid to ; 
the Receiver General in 1970 were $3,000,000 less than in 1969. | 


Net additions to fixed assets amounted to $11,037,000. The major items included : 
the conversion from coal to gas of the steam and power plant, expansion of the butyl | 
finishing capacity and of the pollution abatement programs in Sarnia, a foam latex | 
plant and an addition to the butadiene-styrene rubber facilities at Strasbourg, 
France, as well as replacements of, and improvements to, existing production | 
facilities. | 

Long-term liabilities totalled $37,628,000 at the year-end. Of this amount $16,- | 
000,000 is payable in Canadian currency and the balance in foreign currencies as _ 
follows: F.fr. 44,125,000 ($9,048,000), B.fr. 430,500,000 ($9,307,000), and US$3,091,000 - 


($3,273,000). 


| 
The following is a summary of the operations of the Corporation and its | 
subsidiaries for the past two years: | 


Year ended December 31 


| 
| 
1970 1969 | 
| 
| 


Income— 
"aL = et CRB RSEG ae: Geer LAER Mir CRRA WTR. ie, (ake eae | eT eee Bey $ 150,571,000 $ 155,718,000 


eH ere Fs eth, Bee VT Tek On, it CR NME ned: Bae Bae eT A 6,108, 000 4,252,000 


156 ,679 , 000 159,970,000 
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Year ended December 31 


1970 1969 
Expense— 

DGS RCE CO Me een MRI) CO! nee Salam bid We h wide wales AS ba g 125,053,000 § 121,459,000 
Peng imiinIst ration Ald TESCALCH.g:....- pins oak we Seok oie loa ae 22,496 , 000 19,169,000 
147,549,000 140,628,000 
Net income before provision for income tax and special items....... 9,130,000 19 , 342,000 
ES TAHO DIT OTN COMEIUE Ni, at Lear echaan wa aM bladders weird a ei 581,000 5,540,000 

Be EPEC ING Pentel CBee eee PA vain te rp esa hig mete stained ts Bes mo Ms ah Sie 1,499 , 000 Se 
2,080 , O00 5,840,000 
7,050,000 13, 802,000 
A Ciistment Trewminoripyisnareholders’s wc sesso secirae e webs wa Peis he oy 10,000 21,000 


Roem INN Ms sino ss Asha s Cay eta eee ewe VLE $ 7,060,000 $ 13,823,000 


The special items comprise losses of $2,117,000 due to the freeing of the 
Canadian dollar and $277,000 resulting from the cessation of certain manufacturing 
operations, offset by a favourable adjustment of $895,000 in respect of prior years’ 
income tax provisions. 


The decrease of $6,763,000 in net income 1s the result of the economic slowdown, 
rising costs and the freeing of the Canadian dollar. 


In 1970 a firm of chartered accountants was appointed as Joint auditor, with the 
Auditor General, of the Corporation. 


312. Royal Canadian Mint. The Mint was incorporated April 1, 1969, under the 
Royal Canadian Mint Act, R.S., c. R-8, with the objects of minting coins in 
anticipation of profit and carrying out other related activities. The Board of 
Directors of the Mint consists of a Chairman, the Master of the Mint and five other 
directors. Its head office is in Ottawa. 


The Crown’s equity in the Mint at December 31, 1970 was $3,665,000 consisting 
of working capital of $3,320,000 and capital assets of $345,000. The main equipment 
of the Mint is rented from the Department of Finance. 


The following is a summary of the results of operations for the year ended 
December 31, 1970 and for the nine months ended December 31, 1969: 


Nine months 


Year ended ended 
December December 
31, 1970 31, 1969 
Income— 
SAL OS EOP i ety 0d RRL ORE SAP abr Rees MERE SA «oiler hah ins whe tae wits $ 8,167,000 $ 7,124,000 
Renin LO NAT OS) jks fork: io cee cee tem ate is a ar) i nyini ies wh ead ava 471,000 362 , 000 


8,638 , 000 7,486 , 000 
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Nine months 


Year ended ended 
December December 
31, 1970 31, 1969 
Expense— 
(ESOP COUT SUOVMINeUs ssSOlin. tics fo sits ih Mak bie oh Oita elec) ae ee $ 4,257,000 §¢ 4,207,000 
Silanes. wages.and employee benefits. 0 oc ie Sew nels ae ele ne 2,620,000 1,774,000 
TISTEIGS ANC SU pies rica terme hs) 1h Winds gn tek moutla) wid aiid ie ate) coe ae Ne 530, 000 245 , 000 
Building and equipment rental.” yo. lanmies ae mse eae ele seein. Bese 519, 000 331,000 
TCrANSDOPtAbON wid CORMMUTIECATIONS 245 «uy Me aade Ue ote eee eek eta See 203 , 000 49,000 | 
POC CRUE US 20: cs, sO CRMs ems i selon AN ER a erat OR ti 186 , 000 144,000 
TAGORES i: Olb LORTINMIE RB cote co ie Dia Ae tied Atenas ok Aen ee cee 179,000 109,000 
Repairs cAnd Wiaiisemancenws ies Soret ce Ae eee ued 2, een come rane 16,000 17,000 
GIA Ker ean Re GEN OO, MeO Clee LET A DORR Pann eA preety Mn ie ee hc ere 50,000 23 , 000 
8, 560,000 6,899 ,000 
Hxcessto Wim COMe: OVEE OXDEISO ie oie ba mnie eet Sane Laren Cake deca ee $ 78,000 $$ 587,000 


Operating costs do not include the cost of cheque issue and payroll services 
provided by the Department of Supply and Services and these costs have not been 
determined by that Department. These costs should be borne by the Mint in line 
with the general policy that Crown corporations pay for such services. 


The increase in transportation and communications was due mainly to a greater 
volume of numismatic shipments ($76,000) and freight on Brazilian coin blanks 
($39,000). 


The following inventories were held on behalf of the Department of Finance at 
December 31, 1970: coin, $2,317,000 (face value); gold bullion, $8,049,000; and silver 
bullion, $1,692,000. The Mint also held for safekeeping gold bullion valued at 
$362,000 which was owned by others. 


Section 20 of the Currency, Mint and Exchange Fund Act, R.S. 1952, c.315, | 
which required that “the Auditor General shall, at least once in each year, inspect | 
the store of bullion and coin at the Mint’, was repealed with effect from April 1, | 


1969. Section 24(2) of the Royal Canadian Mint Act provides that: 


The Auditor General shall inspect the inventories of stores and metals of the Mint at least | 


once 1n each year. 


As is pointed out in paragraph 361 of this Report, because the store of bullion and 


coin remains the property of the Department of Finance, there is now no statutory | 


requirement that it be inspected by the Auditor General ‘“‘at least once in each 
year’. Such counts will be made from time to time as part of our regular audit of the 
Department of Finance but there will not necessarily be a complete annual inspec- 


tion of the store of bullion and coin unless Parliament indicates a desire that this be | 


done. 


The Public Accounts Committee discussed this matter at its meeting of May 4, 
1971 but as no reference was made to it in its Sixth Report presented to the House on 
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June 30, 1971, we must assume that the Committee is not concerned that there is no 
longer a statutory requirement that the Auditor General make an annual inspection 
of the store of bullion and coin at the Mint. 


313. St. Clair River Broadcasting Limited. This Company, which was incorporat- 
ed under the Ontario Corporations Act, R.S.O., c.71, was acquired by the Canadian 
Broadcasting Corporation pursuant to authority contained in the Broadcasting Act, 
R.S., c. B-11. It is a wholly-owned subsidiary and its objects include the acquisition, 
ownership, maintenance and operation of television broadcasting stations. Its head 
office is in Ottawa. 


The equity of the Canadian Broadcasting Corporation in the Company at 
March 31, 1971 was $746,000 comprising capital stock of $1,600,000 and an operating 
deficit of $854,000. 


On July 24, 1970 the Company concluded a partnership agreement with a 
private company to purchase with retroactive effect from March 1, 1970 Windsor 
television station CKLW at a price of US$5,000,000. At the effective date of 
acquisition the tangible assets of the television station were valued at $4,230,000, 
which included $1,169,000 for an inventory of film rights. 


The Company has a one-quarter interest in the partnership. The Company and 
the partner each contributed in cash US$1,250,000, one-quarter of the purchase price. 
The remaining half of the purchase price, US$2,500,000, was met by notes of the 
partner due to mature on May 31, 1975 and bearing interest at 9%) per annum. 
Under the partnership agreement the Company is to pay the interest on the 
partner’s notes. 


The Company has the option of acquiring up to a 49% interest in the partner- 
ship at any time prior to May 31, 1975 and an obligation to purchase on that date its 
partner’s share at its cost plus interest. 


Up to March 31, 1971 the Company had invested $1,460,000 in the partnership 
which sustained operating losses totalling $3,135,000 for the thirteen months ended 
March 31, 1971. This amount is made up of a loss of $1,892,000 to August 31, 1970, 
based on the audited financial statements to that date, which included $838,000 
resulting from the write-off of a portion of the inventory of film rights acquired by 
the partnership five weeks earlier, and a loss of $1,243,000 for the seven-month 
period ended March 31, 1971, based on interim financial statements. 


As a consequence, the Company’s investment of $1,460,000 has been impaired to 
the extent of $784,000, being its share of the $3,135,000 operating loss of the 
television station for the thirteen months ended March 31, 1971. 


In addition to its share of partnership losses, the Company absorbed interest 
costs of $156,000 on its partner’s notes and administrative expenses of $5,000, and 
earned investment income of $91,000 including $82,000 interest on the cash con- 
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tributed to the partnership, its loss for the period ended March 31, 1971 thus 
amounting to $854,000. 


It should be noted that unless the losses experienced to date by the partnership 
are offset by subsequent profits, the Company will have to absorb the full loss of 
$3,135,000 because of the requirement that on or before May 31, 1975 it purchase its 
partner’s share at cost, $3,750,000, plus accrued interest and its partner’s share of any 
accrued profits to date of sale. 


314. The St. Lawrence Seaway Authonty. Established by the St. Lawrence 
Seaway Authority Act, R.S., c. S-1, the Authority is a corporation consisting of a 
president and two other members appointed by the Governor in Council. Its head 
office is at Ottawa, with operating headquarters at Cornwall, Ont., and regional 
headquarters at St. Lambert, Que., and St. Catharines, Ont. It maintains and 
operates the Canadian section of the 27-foot deep waterway between the Port of 
Montreal and Lake Erie, comprising the Montreal—Lake Ontario Section and the 
Welland Canal. The section of the Seaway in the United States 1s operated by the 
Saint Lawrence Seaway Development Corporation. Toll revenues derived from the 
operation of the Montreal—Lake Ontario Section are divided between the two 
Seaway entities in accordance with an agreement approved by the Governments of 
Canada and the United States. 

The Authority also operates non-toll canals at Lachine, Que., Cornwall, Ont., 
and Sault Ste. Marie, Ont., the net operating cost being provided for by annual 
parliamentary appropriations. 

The Crown’s equity in the Authority at December 31, 1970 was $652,837,000 
comprising capital assets transferred from the Department of Transport (Welland 
Canal), $130,255,000, loans, $510,050,000, deferred interest, $84,240,000, and 
accumulated deficit, $71,708,000. 

The operating results of the Authority in respect of the Montreal—Lake 
Ontario and of the Welland Sections of the Seaway for the past two years are as 


follows: . 
Year ended December 31 


1970 1969 

Income— 

dW as MRS eee ek SONS SEA Nein VERS A a, ORERE Oa Sak RP, ea $ 22,143,000 $ 18,139,000 

The Seaway International Bridge Corporation, Ltd.—net income... . 204 , 000 216,000 

COLDeUNE: SO . Peachey hee Bae Lat: Aree ey aU oN ar elt AB eee 2,353,000 2, 246 , 000 

24, 700,000 20,601,000 

Expense— 

COHELALIOR ACAI LCLIALCG 1 acne Vinee ek aan 2a eo wes Mo he 13,198,000 11,930,000 

Headquarters administration 74.804 athe SR ie Aone See aaa bee, ce 3,017,000 2,756,000 * 

Constrirction (bramchihs¢5 10. ie Vere ae ys aie el ae, eed ik tay gi ead ga 2,326,000 2,327,000 

Birpinceraige iy) WEES I) 1d 5 A MES, ETP, oe 2,121,000 2,759 , 000 

ReptenALAAMINnish ration .. ocydanurkas eee ay teases eye ot ae eee ee ee 1,867,000 1,848,000 


22,529, 000 21,620,000 
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Year ended December 31 


1970 1969 
Portion allocated to: 
OMS EUCUIUIG et tee, Cee eee, ere eh ee een. oon gro ior, 000" | a ao FOU0ROUU 
BNOIs OM Calin ictcs 2 GFN) Lau mie Leas Sipe: Uta eed. te ML ED 408 , 000 570,000 
3,165,000 4,076,000 


19,364,000 17,544, 000 


Net operating income before providing for interest and for replacement 


OiacHMelyeANG CQ UIPIUCN tics). Leek sabtouein be i maanie doe OG RTA 5, 336 , 000 3,057 , 000 
PUIRCrec POM LOANS @ LO): @ANAdAa 2 a.s on ais at wien sins once Oa wai Eee 19,825,000 18,599 , 000 
Provision for replacement of machinery and equipment.............. 1,042,000 973 , 000 


DE CeLESEPOTECAAIIIS eer iarl Ya. oly MIs A WN Pee Realy 5 hone eee | ie Es 3,000 46,000 
20,870,000 19,618,000 


EOS ee aE reach Cation sees casera OM Cala atijate $ 15,534,000 $ 16,561,000 


The following summary shows the operating results of the Montreal—Lake 
Ontario Section for the year compared with the preceding year together with the 
cumulative operating results from the opening of the Seaway in 1959: 


Year ended December 31 Cumulative to 
December 31 
1970 1969 1970 
Income— 
Oey ele PE an te © shia ya 2 IA necug want © espace $ 18,599,000 $ 15,636,000 $ 157,031,000 
REGGE SUCOINER MRA thas Lied isons Dai ae heed AR 1,358, 000 1,212,000 8, 262,000 


19,957, 000 16, 848,000 165 , 293 , 000 
Expense of operation, maintenance and administra- 


CAEN eed een cents We emote oe Mast ums, Saaee 7,481,000 6,715,000 47,818,000 
NE CRODELAUING NITCOIME.Ss (6 favs Con ares cele tears 12,476,000 10,133,000 117,475,000 
DWE OR COUMOTN LO INS Mark Ns ros oii uncer aor deed fhe eas: foe 18,800,000 17, 743,000 177, 899 , 000 
dinterest On Glaimse | 24ke Ans L PSO Raa ees eee A aae 3,000 46,000 494 ,000 
Provision for replacement of machinery and equip- 

TEC DUR Cae ip ee EU Ne PR oe ee vo Yr) peer aes 1,042,000 973,000 10,610,000 
CCU EIULCH Oller nee en ce cnet eh Grae cme eee o> — 180,000 


19,845,000 18,762,000 189, 183,000 


TDCHICTU EA t Ge BONN he eee eee pe bo Ninn RIA REET $ 7,369,000 $ 8,629,000 $ 71,708,000 


The increase of $2,963,000 in tolls is due to an increase in Seaway tonnage to 51 
million tons from 41 million tons in 1969. 


Section 17 of the St. Lawrence Seaway Authority Act requires that the tolls 
provide revenue sufficient to defray the cost of operations including provision for 
repayment of the capital indebtedness. The foregoing summary of operating results 
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shows that since the opening of the Seaway in 1959 a deficit of $72 million has 
accumulated without any provision for repayment of the capital indebtedness of 
$336 million which the Act requires be met from earnings by December 31, 2009. If 
this obligation is to be met, toll revenue over the 39 years from 1971 to 2009 must 
average over $32 million annually on the basis of 1970 costs. The toll revenue for 
1970 was $13 million short of meeting this requirement. 


The operating results of the Welland Section of the Seaway for the past two 


years are as follows: 
Year ended December 31 


1970 1969 

Expense of operation, maintenance and administration............... $ 11,884,000 $ 10,829,000 
Income— 

POCKAPEHCES s CA MR ASN go Ss aw Sa bees a alan © haloes eee 3,545,000 2,502,000 

UEC ChB open yd reek@ GC ehaiol | Copa, tnd AP eR men ates aR oy NERC R A Ca vom. 1,198,000 1,251,000 

4,743,000 3,753, 000 

INGE OPEEHUINGHOSSek,< Seta tata cele taka ye tes enh une alan aaa 7,141,000 7,076,000 

Interestron loans yeies.O.fic AG. los ehh. cos ee MS beh > ee cae eee eee eee 1,024,000 856 , 000 

Deficit provided for by Transport Vote 85 (Vote 90 in 1969—70)....... $ 8,165,000 $ 7,932,000 


With the opening of the Seaway in 1959 the operation and management of the 
Welland Canal became a responsibility of The St. Lawrence Seaway Authority. 
Tolls were suspended in 1962 and the annual operating deficits since 1959, totalling 
$78,610,000 to December 31, 1970, have been recovered from parliamentary appro- 
priations. In 1967 a lockage fee of $20 a lock was introduced increasing by $20 a year 
to reach $100 a lock in 1971. 


An agreement made in 1959 between the Authority and the Saint Lawrence 
Seaway Development Corporation established a joint tariff of tolls for the Seaway. 
The agreement provided that the division of tolls from the operation of the 
Montreal—Lake Ontario Section would be initially 71%.to the Authority and 29% 
to the Corporation, and that these percentages would be adjusted from time to time 
so that the Authority and the Corporation would receive a portion of the tolls in the 
ratio of their respective annual charges for operation, maintenance, interest and 
retirement of debt to their combined annual charges in respect of that portion of the 
Seaway. 


In March 1967 the Governments of Canada and the United States agreed to 
continue the existing schedule of tolls for the Montreal—Lake Ontario Section, to 
divide tolls on the basis of 73% to the Authority and 27% to the Corporation, and 
that the sufficiency and division of tolls might, at the request of either entity, be 
reviewed at the end of the 1970 navigation season, with a view to any necessary 
adjustment in accordance with the provisions of the 1959 agreement. Neither of the 
Seaway entities requested such a review. 
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The original conditions under which loans were made to the Authority for the 
Montreal—Lake Ontario Section of the Seaway under section 28 of the Act required 
the payment of interest only, in the first three full years of operation (through the 
year ended December 31, 1962), and thereafter payment of annual amounts suffi- 
cient to amortize all loans and interest thereon over a period of 47 years (or by 
December 31, 2009). The terms of the Authority’s financing arrangements were 
amended in 1961, 1963, 1964, 1967 and again in 1968 and now provide that loans in 
respect of the Montreal—Lake Ontario Section of the Seaway, together with inter- 
est, are to be repaid in such amounts each year as the cumulative net profits of the 
Montreal—Lake Ontario Section, before amortization of the loan principal, will 
permit. Unpaid interest bears interest until paid and the principal and interest are 
to be fully paid on or before December 31, 2009. At December 31, 1970, loans in 
respect of the Montreal—Lake Ontario Section amounted to $335,600,000 and 
unpaid interest to $73,657,000. 


For the Welland Section, loans to finance improvements totalled $174,450,000 of 
which $72,500,000 is interest-free and the balance of $101,950,000 provided since 
September 22, 1966 bears interest, of which $10,583,000 was outstanding at December 
31, 1970. Interest on all loans subsequent to September 22, 1966 is to be accrued in 
the accounts but 1s not to be paid until December 31 of the year in which the 
Minister of Transport determines that each modernization project is completed, at 
which time the terms of principal repayment mh the loans are to be determined by 
the Governor in Council. 


The costs of operating and maintaining the canals and works under the 
administration of the Authority are defined in section 17 of the St. Lawrence 
Seaway Authority Act as including all operating costs of the Authority and such 
reserves as may be approved by the Minister, together with loan interest and 
amortization of loan principal. The Authority is of the opinion that it is not 
necessary to include depreciation as an element of operating and maintenance cost 
and that the amortization over the fifty-year period of the principal of the amounts 
borrowed together with the interest meets the requirements of this section. Accord- 
ingly, no provision for depreciation has been included in the costs of the year. It is 
important to note, however, that no amortization of principal has been made up to 
December 31, 1970, and while interest has been accrued annually, payment of a 
substantial portion thereof has been deferred. 


As in previous years, provision was made for replacement of lock, bridge and 
building machinery and equipment of the Montreal—Lake Ontario Section. The 
provision for 1970 amounted to $1,042,000 and the accumulated provision to Decem- 
ber 31, 1970 amounted to $10,162,000. As in prior years, no provision was made in 
1970 for replacement of machinery and equipment for the Welland Section. 


The following matters have been outstanding for some years: 


(a) In 1956 an arrangement was made between the Authority and three municipalities whereby the 
municipalities would contribute $250,000 towards the cost of extending the collector sewer 
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which was then being constructed as the main part of the Authority’s South Shore remedial 
works. In 1961 two of the three municipalities passed official resolutions to accept the 1956 
proposal and to share in the $250,000 contribution. The sewer extension was completed in 1963 
at a cost of $480,000 and the municipalities were billed in February 1964 for their contribution. 
No payment has been received by the Authority from the municipalities, two of which are said 
to be under trusteeship of the Province of Quebec because of financial difficulties. During 1966 
the Department of Justice, on behalf of the Authority, appointed an agent to take legal 
proceedings. On September 18, 1970 details of the matter were conveyed to the Federal-Provin- 
cial Relations Secretariat of the Privy Council Office. 


(b) The Beauharnois Canal, constructed by the Beauharnois Light, Heat and Power Company, 
was conveyed to the Crown in 1932 with the Company, which has since been taken over by the 
Quebec Hydro-Electric Commission, retaining the responsibility for certain operating and 
maintenance expenses of the Canal. The Canal became part of the St. Lawrence Seaway in 
1959. The Authority has not been reimbursed its maintenance expenses on the Canal since 1962 
as the Commission takes the stand that it is not responsible for these costs because of 
provincial legislation passed in 1962 which dissolved the Beauharnois Light, Heat and Power 
Company. Settlement of the issue continues to rest with the federal and provincial 
governments. 


The following table summarizes for the past two years the expense, income and 
capital expenditure relating to the non-toll canals operated or administered by the 


Authority : 
Year ended December 31 


1970 1969 
Expense— 
OneratiomranucinantemaiiCen i cto oc antsk oasis aw dues tne 4 eRe Ge Clee tee $ 1,480,000 $ 1,746,000 
Cranes acIeucGL MUNICI DAL TAXES Nak 2 Nei SER oe .. avr s sai ee oly cee 519,000 554, 000 
Portion of Authority’s administration and engineering expenses appli- 
CADleTOMOn-VOll Canalse ry: Mes lngee gla. dive nid takes co Bo aaa eeanees. 408 , 000 570, 000 
2,407,000 2,870,000 
Income fromaentalsy whatriace eles t.... 25 Pilar Sa Ae eee 579, 000 667 , 000 
Opera SCE 1G) bcs nN a RG hy MRE sie hia i sget es tka CAE AO a Se 1,828,000 2,203 , 000 
GaplvalCxXpPenGIlLure ys eed 6 ERGY one re ee, kh Oe Eee 7,000 22,000 
Operating. delicit. andycapital expenditure... sce sire acces « oblate laine $ 1,885,000 §$ 2,225,000 
Operating deficit and capital expenditure provided for by— 
‘DransportaVove.o: Wink Oaks aie. tee ah tel ns 3) wie EE ite t a $ 1,417,000 $ 7% 
PANSDOLUAY O LCi Abels AU) eee eo A ue Girt es Sher adie 418,000 1,796,000 
Transport -Vove So 0171 908-098 shoes cts roe) Ps os toe oe ee — 429 ,000 


$ 1,835,000 $ 2,225,000 


315. The Seaway International Bridge Corporation, Ltd. This Corporation was 
incorporated in 1962 under the Canada Corporations Act, R.S., c. C-32, pursuant to 
section 27(1) of the St. Lawrence Seaway Authority Act, R.S., c. S-1, as a subsidiary 
of The St. Lawrence Seaway Authority to operate and manage the international toll 
bridge between Cornwall, Ont., and Rooseveltown, N.Y. The bridge is jointly owned 
by The St. Lawrence Seaway Authority and the Saint Lawrence Seaway Develop- 
ment Corporation (a United States Government corporation). The Authority’s 


| 
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interest 1s represented by capital stock of $8,000 and the Corporation’s interest by 
debentures of $8,000. Each entity has four representatives on the Board of Directors. 


Under the terms of the bridge operating agreement between the Authority and 
the Corporation, the annual net income from operation of the bridge system 1s to be 
first applied towards the amortization of the cost, including interest, of the North 
Channel Bridge and the remainder, if any, divided equally between the Seaway 
entities. 


The following is a summary of the operations of The Seaway International 
Bridge Corporation, Ltd. for the past two years: 


Year ended December 31 
1970 1969 
Income— 

POEL DCTUOIG sens ie ree ay neg aes MELE Moe Gi aa ee tee ee $ 492,000 $ 483,000 
DOR CEAM Peet AINE Fhe, ene NDE WEE ORIN HRV EE AND BREAD eM REN ae 20,000 21,000 
512,000 504,000 

Expense— 
Salaries, wages and employee benefits............ 0... cc cece cece ene aees 230 , 000 211,000 
iyranian ciivel: MUNICIDal TAKCS 3. fee ee Cae aa ete aire kota een rn nae be Ne 16,000 17,000 
Mamtenance materials and Servicesin. Mine: isis Hk RIG OS ERS eee A 16,000 16,000 
Ten tA OL LOMECONEeHIONSMIACKINGS ca mich s Melee oo Wer eS aiels eae ake eat aes 13,000 13,000 
PNR CLI e AMMEN CE SEs ring ou kite ne. Husese A w cite wee HASIe i dd IEMER MPDOREE 12,000 12,000 
ENGL nck: ik os hear ae ih ahs Le oe Vine rtea ule aaa Apacw 21,000 19,000 
308 , 000 288 , 000 


Net income—transferred to The St. Lawrence Seaway Authority............ $ 204,000 §$ 216,000 


The amount of $204,000 was transferred to The St. Lawrence Seaway Authority 
to be applied towards the amortization of the cost, including interest, of the North 
Channel Bridge. As this amount was insufficient to cover even the interest charges 
of $536,000 for the year, the unamortized balance increased by $312,000 from 
$10,700,000 at December 31, 1969 to $11,012,000 at December 31, 1970. 


Other Crown Corporations. 


316. The paragraphs that follow deal with the several Crown corporations 
which are not audited by the Auditor General. In each case an introductory 
comment describes briefly the origin of the corporation and the nature of its activity 
followed by comments regarding the Crown’s equ!ty in the corporation, a summary 
of the operations for the year in comparison with the preceding year, and any other 
matter that might be of interest to the House of Commons. 


317. Air Canada. This Corporation was established by the Air Canada Act, 
R.S., c. A-11, as a wholly-owned subsidiary of the Canadian National Railway 
Company. The Board of Directors consists of nine persons, four of whom are 
appointed by the Governor in Council and five elected by the shareholders. The 
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latter directors are also directors of the Canadian National Railway Company. The 
head office of the Corporation is in Montreal. 


The Corporation is authorized to establish, operate and maintain air lines or 
regular services of aircraft of all kinds, to carry on the business of transporting mails, 
passengers and goods by air, and to enter into contracts for the transport of mails, 
passengers and goods by any means and to carry on the business of warehousing 
goods, wares and merchandise of every kind and description. 


Canada finances Air Canada with advances to enable the Corporation to meet 
current operating and income charges, and with loans authorized by annual Financ- 
ing and Guarantee Acts. 

The Crown’s equity in Air Canada through its parent company and by direct 
investment at December 31, 1970 was $592,142,000 represented by: notes and deben- 
tures, $547 ,602,000 ; interest and dividends payable, $6,851,000; share capital, $5,000,- 
000; and retained earnings, $32,689,000. 

The following is the Statement of Income and Retained Earnings for the past 


two years as reported in the Corporation’s financial statements: 
Year ended December 31 


1970 1969 
Operating Revenues— 
BASSET OI Mit 5 Ge Chey eee dt Winn en penance Seis Bae $ 387,486,000 $ 332,727,000 
1 EW Cored ALPE | (040° oS RE CL Be Sn aR EM tS 52,506 , 000 39 , 864,000 
RV ECULENES TCRT AMO BRU ChE Ler lala Gee en. Re mina © in 16, 229,000 16,046, 000 
COREE LOD cant pete A cs ene ance? vai Ueda ag he ada, able CoA Gee eee 15,686 , 000 8, 837 , 000 
ANCIGENT SR) SCRVICOS NEL 80k us. a ean Meena. ae te an naan e 2 ae 6, 352,000 7,178,000 
478,259,000 404,652,000 
Operating Expenses — 
Hiyaniey Operations 21, ative Ve vedi nai c.! abel siete: tates an aus Ponnne See ge 101,763,000 88 , 060 , 000 
WVEAITI TOT ATICE a oet Sh an ee chats estas Re ween een ace aoe verano 82,813,000 68, 733 , 000 
PASSCIIPCT BOL V ICR ict Ae ey Ok Ain Be re OM Men ae ice era ere hays 50,665 , 000 41,412,000 
morcraftcand trate senvicing ... Solel ha Ray ise Sosa eee). Ae. 75 , 763,000 64,071,000 
DALES ANC PrOMGtOM $s clean ine case oe ee Wet OPS es eee 75 , 384, 000 63 , 344,000 
Generaland administrative 4n. 5 suns pera eee ke cee 23,781,000 18,135,000 
Depreciation and obsolestence ta. vee ceuee tee ak av eae es anced ot 47 , 227,000 42,433 , 000 
457,396,000 386, 188,000 
Onerating Income one oat bee, an ee SS, ee est 8 Je 20, 863,000 18,464,000 
Non-Operating Expenses— 
Interest-on: debtreyriui. an ts ok ae Be re a eee” > om Aas au e ts 31,920,000 25,246, 000 
Interest seapitalized:s ox i Pry) cet ed ek Pacha cian hs St com ur (5,728,000) (4,704,000) 
Gain on disposal of property and equipment.................... (122,000) (2,162,000) 
Non-operating incomée—nebsl Uae Sea een lak ba se ee he Ree (3,063,000) (3,009 , 000) 
23 , 007,000 15,371,000 
(2,144,000) 3,093,000 
Deferred: Income taxes... 'sga0 ah ain Mo oe ae ee Pe cee (1,072,000) 1,545,000 
Net (hose income? i) 0S Oy aa. oo Pa eee, re eee hae (1,072,000) 1,548,000 
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Year ended December 31 


1970 1969 
Retained Earnings— 
PaianLe UG erin? OF NCAPs cet eee Cer ek ee $ 27,725,000 §$ 19,614,000 
Adjustment of deferred income taxes... 00. ee 6, 236, 000 300 , 000 
Tapsrerred from) Mmsurance Teserve. v's sali act oon ee awed ele — 6,463,000 
POIVACLCHU A MRC Uae: Sener et hee Ric AP ER ERO iib EL ART ed (200 , 000) (200 , 000) 


> 932,689,000 $ 27,725,000 


Air Canada employees numbered 17,447 at December 31, 1970 compared with 
17,138 the year before. 


The Act provides that the accounts and financial transactions of the Corpora- 
tion shall be audited by the auditor appointed by Parliament to audit the accounts 
of Canadian National Railways. 


318. Bank of Canada. The Bank, established in 1934 by the Bank of Canada 
Act, R.S., c. B-2, is under the management of a Board of Directors composed of a 
governor, a deputy governor and twelve directors. The head office is in Ottawa and 
agencies are maintained in nine cities across Canada. 


The Bank’s statutory powers include the sole right to issue notes for circulation 
in Canada and it may: buy and sell gold, silver, nickel and bronze coin or any other © 
coin, and gold and silver bullion; buy and sell securities issued or guaranteed by 
Canada or any province; make loans or advances to chartered banks; make loans or 
advances to the Government of Canada or to the government of any province; 
accept deposits, which shall not bear interest, from the Government of Canada, from 
the government of any province or from chartered banks; and open accounts in a 
central bank in any other country and accept deposits from central banks in other 
countries. 


As required by the Act, the Bank has established a rest fund by allocations from 
surplus. This fund has reached its statutory limit of $25 million and together with 
the paid-up capital of $5 million represents Canada’s equity in the Bank at 
December 31, 1970. At the same date Canada had $260 million on deposit with the 
Bank. 


The following is a summary of the income and expense of the Bank for the past 


two years: 
Year ended December 31 


1970 1969 
Income— } 
QratvectMcnte sinCuIdinig GeDOslis ...65.00 os ers a os beh eats $ 274,146,000 $ 247,223,000 


(JED OR acct, So, eee ee Neer eae ees Oe ee ee eee ee 203 , 000 227 ,000 


274 , 349, 000 247,450,000 
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Year ended December 31 


1970 1969 

Expense— 
Salariessand employee benefits, sa. 240. aus ele eae oes $ 10,000,000 $ 8,083,000 
Ain ICRIEICE CORES cos Rta ARE, he sae sae he Rian ots ennalan sag eae, 7,611,000 5,043, 000 
DG Kes HOUT CHA) AIC, USI S are cs aie esis ydidld Whe eels lore ate a a ag 1,475,000 1,377,000 
Maintenance of premises and equipment.................2-000- 1,148,000 979 ,000 
Data processing ang cOmpuLer Costs. .2G cic. + vals vole - Maer eae a 486 , 000 425 , 000 
Peay Cle iGS bain OLAS CES RE WON Cua ec foc iets bert akc flvidug we pte ae 344,000 247 , 000 
CGHIATUSEATIO  SeCTIT Uy ce fos deals cays cee lane cakes eam urie or woe eaiana, frie cme 278 , 000 265 , 000 
POst ages aNd Ox Press we coun soci bos Stee Ontos oto RE. Aid Blin dace ae 274 , 000 269 , 000 
Telephones and EELS GT TNS Catt er Ran Ualta tA cis vet lG Naata ss geen a ae 268 , 000 246 , 000 
Prine ras CATIOUCTY coon: cis ite AU wel annul ataa, sat he aetna me are eae 262 , 000 265 , 000 
Printing-andother) costs of publications? 02 a. 250.5. Tye ban east aes 157,000 125,000 
AArdiCors al COShall COX DED SEG utc a tram cies ad iy kde aeons chs ieee naam t ots 105,000 104,000 
Si) 71S) pees pig beter eI Cag IR ts a in ee Sn aie Ta ips Oa at a dan a 472,000 372,000 
22,880,000 17,800,000 
Depreciation of buildings and equipment....................... 1,176,000 915,000 
24 ,056 , 000 18,715,000 
Net income, paid to the Receiver General... 2... 00.0006 00 bee eet. $ 250,293,000 $ 228,735,000 


During 1970 the number of employees averaged 1,106 compared with 1,065 in 
1969. The net book value of land, buildings and equipment increased by $4,428,000. 


The Act requires the Governor in Council to appoint annually two auditors to 
audit the affairs of the Bank. 


319. Canadian National Railways. This name is a collective or descriptive 
designation of all lines of railway or railway works comprising the Canadian 
National Railway Company, the Canadian Government Railways and sundry other 
companies. 


The Canadian National Railway Company was incorporated in 1919 by the 
Canadian National Railways Act, R.S., c. C-10, and is empowered 


(a) to accept the management and operation of any lines of railway or parts thereof, and any 
property or works of whatever description, or interests therein, and any powers, rights or 
privileges over or with respect to any railways, properties or works, or interests therein, that 
may be vested in or owned, controlled or occupied by Her Majesty ; 


(b) with the approval of the Governor in Council, to construct, maintain and operate railway 
lines, branches and extensions if the line does not exceed twenty miles in length and in any 
other case, if Parliament has, in respect of the construction thereof, authorized the necessary 
expenditure ; 


(c) to carry on all business that is customarily carried on by express companies, including the 
handling of express money orders or other methods of transmitting or handling money, 
securities, or other articles of value; 


(d) to establish, construct or acquire by purchase, lease or otherwise and to maintain and operate 
telecommunication facilities, systems and services in Canada and elsewhere; 


(e) in conjunction with or substitution for the rail services under its control, to buy, sell, lease, or 
operate motor vehicles of all kinds for the carriage of traffic ; 
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(f) to construct, purchase, lease or otherwise acquire, charter, own, maintain, operate and manage 
vessels, motorships, steamships, tugs, car ferries, etc., and to sell or otherwise dispose thereof 
and shall be entitled to charge fares and freight for traffic carried on board such vessels; and 


(gz) to purchase, lease or otherwise acquire or provide, hold, use, enjoy and operate such lands, 
water lots, wharfs, warehouses, elevators, hotels, etc., as may be necessary for its purposes and 
to sell or otherwise dispose thereof. 


The direction and control of the Company and its undertakings are vested in a 
Board of Directors composed of twelve members, each of whom is appointed by the 
Governor in Council for a term not exceeding three years. The head office of the 
Company is 1n Montreal. 


Canada provides financial assistance to the Company in a number of ways: 


LOANS TO REDEEM OUTSTANDING SECURITIES AT MATURITY. Under provisions of the 
Canadian National Railways Refunding Act, 1955, 1955, c.31, the Minister of Finance may 
make temporary loans for debt redemption. The loans for this purpose at March 31, 1971 
totalled $541,100,000. 


LOANS FOR CAPITAL EXPENDITURE. Annual Financing and Guarantee Acts authorize the 
Minister of Finance to make loans for specific capital purposes. No such loans were made in 
1970-71, the balance outstanding at March 31, 1971 being $197,371 ,000. 


LOANS TO ACQUIRE SECURITIES ON THE OPEN MARKET. The Canadian National Railways 
Financing and Guarantee Act, 1941, 1940-41, c.12, and the Canadian National Railways 
Financing and Guarantee Act, 1942, 1942-43, c.22, authorize the Minister of Finance to make 
loans for the purpose of acquiring securities of the Company on the open market. The total 
amount advanced for this purpose at March 31, 1971 was $40,817.000. 


ADVANCES RE ANNUAL DEFICITS. The annual Financing and Guarantee Acts authorize the 
Minister of Finance to advance sums required to meet current charges. If the operations of the 
National System result in a deficit, the deficit is provided for by a parliamentary appropria- 
tion. The deficit for the year ended December 31, 1970 amounted to $29,709,000 which was 
provided for by Transport Vote 50, Appropriation Act No. 3, 1970, 1969-70, c.46. At March 31, 
1971, $20 million had been advanced with respect to the anticipated deficit on 1971 operations. 


WORKING CAPITAL—CANADIAN GOVERNMENT RAILWAYS. In 1937 the Canadian National 
Railways Capital Revision Act, R.S., 1952, c.311, provided for the adjustment of certain 
differences between the Public Accounts of Canada and the accounts of the National Railway 
System by consolidation of various amounts in the Public Accounts into the Canadian 
Government Railways Working Capital Account. There is no interest charged on this advance 
which has remained practically unchanged since 1937 and which amounted at March 31, 1971 
to $16,984,000. 


MORATORIUM OF INTEREST ON $100,000,000. The Canadian National Railways Capital 
Revision Act suspended interest payments for ten years on a $100 million debenture due 
January 1, 1972. Annual Financing and Guarantee Acts have extended the interest moratori- 
um each year, the last extension, covering the period to December 31, 1971, being provided by 
the Canadian National Railways Financing and Guarantee Act, 1970, 1970-71-72, c.17. 


In addition to the loans, advances and other financing arrangements mentioned 
previously, Canada’s equity in the Canadian National Railways at March 31, 1971 
includes the following: 


$1,204,060,000 in 4% preferred stock of the Canadian National Railway Company 
acquired under section 6 of the Canadian National Railways Capital Revision Act which has 
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been continued since 1960 by the annual Financing and Guarantee Acts and which requires the 
Minister of Finance to purchase annually additional stock, at a par value of $1 per share, 
equal to 3% of the gross revenue of the National System in the year; 


$428 397,000 in capital investment in the Canadian Government Railways; and 


$359,963,000, the value assigned to 6,000,000 shares of no par value capital stock of the 
Canadian National Railway Company. 
The Crown’s equity in the Canadian National Railways at December 31, 1970 as 
shown by the Company’s published financial statements amounted to $2,837,813 ,000 
and comprised : 


Government or Canada loans and debentures 2 orav ene A. ss ee ne ee oe $ 853,389,000 
No par value capital stock of Canadian National Railway Company............... 309 , 963 , 000 
4%, preferred stock of Canadian National Railway Company..................... 1,196, 064,000 
Capital investment in the Canadian Government Railways....................... 428 , 397, 000 


$ 2,837,813,000 


The following is the Consolidated Income Statement of Canadian National 


Railways for the past two years: 
Year ended December 31 


1970 1969 
Railway Operating Revenues— 
COaPIOAC TYOUE Ur SOL UNOCS os 0 lets e oot belie, Cadel wats 9 vcs ata dee $ 774,161,000 $ 745,564,000 
Heese re ley (CCS fun eee rae etn Teena ats RRR Tae a's. ufo eres 115,955,000 104,840,000 
Passenger Seryices® saree emits coe ene et cee as 69,659, 000 75 , 262 , 000 
ALO Cher Senvicess att 1s ae eeeeatue lo eee ceo. cP Oe 43,583,000 41,571,000 
Payments related to National Transportation Act........... 38 , 995,000 47,020,000 
Total Railway Operating Revenues.................. 1,042, 353,000 1,014, 257,000 
Railway Operating Expenses — 
Rosdrmaintenaneey 5 sai8 hl a fae ee id eh DOLE 169,870,000 167 , 055,000 
PCUIpIOW Una CIAO ke tyes ct deat atte eras as Bhs tee tect 204 , 386 , 000 195, 856 , 000 
EP ATIS DOLL CLOLY Pet ne erin. cte OMe hata” beh hia ka les Sat 422,794,000 407 , 136,000 
Sales... FSSA 3 SIE cm tty A iis PUA Aiea GR ae ie 27 , 442,000 25,913,000 
Moisceéllaneous'operationsicn Ait". Sith Raw a TA 53,634,000 53,016,000 
Generale sar: (dar ceseeste comemeree «ates cee eae eee, BG sy 85, 839 , 000 81,931,000 
So cae a eee Rea Ret Nive kein) ay AMON AMEE Utopia er a Bie 44,852,000 43,356,000 
Equipment-and jomtiaseiity Tents: ecu oe isa ce + acd eee 18,816,000 21,602,000 
Total Railway Operating Expenses.................. 1,027,633 , 000 995 , 865 , 000 
Net Railway Operating Income..................... 14,720,000 18,392,000 
Other Income— 
Net income from: 
Telecommunictations dipartment. (4452 62.6. 202 eeeo. 2 15,358,000 12,355,000 
IELOLCIS . Milsente eae tek aoa kate ig cn eae ae Re eI ee 3,011,000 2,904,000 
Separately operated trucking companies.................. 1,644,000 1,639 , 000 
COCKER SOUT CCS ete eee en ee ORE Te oe eres eee CEG 11,059,000 14, 269 ,000 
LOUg OEP TLNGONNG ok. 6.0 can ooutean ie, eee ae aa 31,072,000 31,167,000 


Net Income before Interest on Debt................. 45,792,000 49,559,000 


—eEeEeEeEeEeEeEeEeEeEe——eEeEeEe 
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Year ended December 31 


1970 1969 
Interest charges— 
aa NCES OU UE Ot hr Marries GARG atte ohoe Seavgaud sais 2 lassie $ 97,019,000 $ 95, 728, 000 
Less: Interest received on loans to Air Canada.............. 21,518,000 21,523,000 
NeteliVeresc OM, re Ditata. ti mn en a oe eee fad 8 A se 75,501,000 74,205,000 
DOCU CHUA Gre on ts Wee beara Dah AE oe we ta) aa: OR $ 29,709,000 §$ 24 , 646, 000 


Canadian National Railways employees numbered 82,442 at December 31, 1970 
compared with 84,388 the year before. 


Section 38 of the Canadian National Railways Act provides that a continuous 
audit of the accounts of National Railways shall be made by independent auditors 
appointed annually by Parliament who shall annually report to Parliament in 
respect of their audit. 


320. The Canadian National Railways Securities Trust. This Corporation was 
established in 1937 by the Canadian National Railways Capital Revision Act, B.S. 
1952, c.811, to take over and hold certain indebtedness of the Canadian National 
Railway System to the Crown, together with the underlying collateral securities of 
the original debtor corporations. The Board of Trustees is composed of the twelve 
directors of the Canadian National Railway Company. The head office of the 
Securities Trust is in Montreal. 


The capital stock of the Securities Trust consists of five million shares of no par 
value, with an initial stated value of $270,037,000 which represented the total of 
loans made to the National Railway System for capital purposes prior to January 1, 
1937. The Act authorized the Minister of Finance to exchange the stock of the 
Securities Trust for an equal number of no par value shares of the National 
Company with a stated value of $378,518,000. The retirement of steam locomotives 
in the years 1956 to 1960 inclusive resulted in a capital loss of $36,555,000 which 
reduced the stated value of the capital stock to $341,963 ,000. 


There were no transactions during the year and the balance sheet as at 
December 31, 1970 1s as follows: 
ASSETS LIABILITIES 


Claims for principal of loans....$ 648,860,000 Capital stock owned by the 
Canadian National Railway 


Claims for interest on loans.... 574, 782 , 000 Company—5,000,000 shares 
Ohi DAE WValUG, cee ns: $ 341,963,000 

Transactions of Canadian Na- Amount by which the book 

tional Railway System sub- value of claims and interest 

sequent to January 1, 1937 thereon exceeded the initial 

affecting the book value of the stated value as of January 1, 
capital stock of the Trust..... 71,926,000 MOB Tc. Boel nace P< cose me thos 948 ,605 , 000 


$ 1,290,568, 000 $ 1,290,568, 000 
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The audit of the accounts of The Canadian National Railways Securities Trust 
is carried out by the auditors appointed annually by Parliament to make a 
continuous audit of National Railways. 


321. The Canadian Wheat Board. The Board, consisting of not less than three 
nor more than five commissioners, was incorporated in 1935 under the Canadian 
Wheat Board Act, R.S., c. C-12, with the object of marketing in an orderly manner, 
in interprovincial and export trade, grain grown 1n Canada. The Board was original- 
ly established as a marketing organization to purchase wheat from producers on a 
voluntary basis and to engage in the necessary marketing activities to dispose of 
wheat delivered to it. However, since September 27, 1943, the Board has been the 
sole marketing agency for Western Canadian wheat under authorization of a 
regulation approved by the Governor in Council. Similarly, since August 1, 1949, the 
Board has been the sole marketing agency for oats and barley as well as wheat 
produced in Western Canada for commercial markets. 


The Board’s powers include authority to buy, take delivery of, store, transfer, 
sell, ship or otherwise dispose of grain. Only grain produced in the designated area, 
which includes Manitoba, Saskatchewan, Alberta and the eastern part of British 
Columbia, and the western edge of Ontario, is purchased by the Board which 
controls the delivery of grain into elevators and railway cars in that area as well as 
the interprovincial movement and export of wheat, oats and barley generally. The 
head office of the Board is in Winnipeg and offices are maintained in Calgary, 
Montreal, Vancouver, London and Tokyo. 


Producers are paid a fixed initial price for grains delivered, with final payments 
made after recovery of all outlays. Losses sustained are to be recouped from moneys 
provided by Parliament. 


To finance its operations the Board, under the provisions of the Act, 1s 
authorized to enter into ordinary commercial banking arrangements on its own 
credit and to borrow money on the security of grains held. As at July 31, 1970, the 
year-end of the Board, loans from banks, which are guaranteed by the Government 
of Canada, amounted to $434,072 ,000. 


Under the Prairie Grain Advance Payments Act, R.S., c. P-18, cash payments 
during a crop year can be made by the Board to prairie farmers, up to $3,000 each 
for wheat, oats and barley in advance of delivery. The Prairie Grain Provisional 
Payments Act, 1969-70, 1969-70, c.10, authorized provisional payments against 
unthreshed grains up to $3,000 per producer. The aggregate amount of payments 
made to a producer under the two Acts was not to exceed $6,000 during the 1969-70 
crop year. On July 31, 1970, $141,938,000 in respect of advance payments and 
$812,000 in respect of provisional payments remained to be recovered by the Board. 
Pursuant to the provisions of both Acts, Canada has to reimburse the Board interest 
charges paid or payable in respect of moneys borrowed to make these payments and 
also for amounts of advance and provisional payments outstanding at the time of 
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default to the extent that the Board has not been reimbursed after default. During 
the crop year 1969-70 interest of $27,447,000, and $65,000 to cover payments in 
default, were paid by Canada to the Board leaving a balance of $1,080,000 outstand- 
ing at July 31, 1970. 


Also under the provision of section 3 of the Temporary Wheat Reserves Act, 
1956, c.2, $15,300,000 was paid to the Board by Canada representing ‘‘an amount 
equal to the portion of the said [Board’s] stocks that exceeds one hundred and 
seventy-eight million bushels at the commencement of that crop year...”’. 


A summary of the operations of the 1969-70 Pool Accounts for wheat, oats and 
barley in comparison with the operations in 1968-69 follows: 


Year ended July 31 


1970 1969 
Wheat— 

Gormpleted Ales attack Si 5 Ge Nestea cial A Oe a he ie, $ 105,424,000 $$ 277,276,000 
Uncompleted sales at contract values................000 00a 227 ,658 , 000 69 , 795,000 
Stocks of wheat in store at year-end, at cost.................. 478,498 , 000 736 , 948 , 000 
811,580,000 1,084,019 ,000 

Less: 
Wine aeacarired 10h un. Airtel ie oles By joolk ue ey sua eal te 786 , 371,000 1,066, 761,000 
Carrying costs, interest, administrative and general expenses 16,766,000 35 , 443 , 000 
803, 137, 0C0 1,102 ,204,000 
Crean tuebit) palance in Pool Accounts..." 5 ck .4e nc ee $ §©6©8, 448,000 $$ (18,185,000) 

Oats— 
AS ee, SR ee Oe Me RR wa sang te iE eRe Pe $ 21,172,000 .$ 8, 239, 000 
Uncompleted sales at contract values. ..........200. 0.0.5 .0083 == 1,297,000 
Stocks of oats in store at year-end, Al cost... 2.06 ..65. e525 5: = 16, 144,000 
2172000 25,680,000 

Less: 
(Dax Ss PACCIAPEC 2. 8o-. 52 Sy Al Bake td oi oslo ees ke Re 17, 687, OCO 24 , 034,000 
Carrying costs, interest, administrative and general expenses. . 1,753,000 2,450,000 
19,440,000 26 , 484 , 000 

Surplus on operations—1969-—70 Pool Account................ a eet, 7525000 — 


Debit balance in 1968-69 Pool Account. ..................4.. — $ (804 , 000) 
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Year ended July 31 


1970 1969 
Barley— 
wl ec bauer a a at eR SPOS MPa: MPO RO tee oy Ne os eG Met $ 154,565,000 §$ 49 , 299 , 000 
Uncompleted’sales/at contract values. i020. 203 00. sd os ok a 7,195,000 
Stocks of barley in store at year-end, at cost.................. — 42 ,062 , 000 
154, 565, 000 98 , 556 , 000 
Less: 
Bacleyeacnuired mips actin Aes arte. Sec keds hae eyaevene 142,775,000 99,119,000 
Carrying costs, interest, administrative and general expenses. . 7,449 , 000 5,145,000 
150, 224 , 000 104 , 264 , 000 
Surplus on operations—1969-70 Pool Account................ $ 4,341,000 — 
Debit balance in 1968-69 Pool Account..................005. — $ (5,708,000) 


The number of employees averaged 579 in 1969-70 compared with 554 in 1968-69. 


The Act provides for the appointment by the Board with the approval of the 
Governor in Council of a responsible firm of chartered accountants for the purpose 
of auditing accounts and records and certifying reports of the Board. 


322. Cape Breton Development Corporation. The Cape Breton Development 
Corporation was established on October 1, 1967 by the Cape Breton Development 
Corporation Act, R.S., c. C-13, for the purpose of broadening the base of the 
economy of Cape Breton Island. In meeting its responsibilities, the Corporation is to 
promote and assist the financing and development of industry on the Island to 
provide employment outside the coal producing industry. Related steps are the 
acquisition of the interests of the major coal producer in the Sydney coalfield and 
reorganization and operation of the mines with a view to the rationalization of their 
coal production. These in turn are to be followed by the progressive withdrawal of 
the Corporation from such production in accordance with a plan which is to take 
into account progress in providing employment outside the coal producing industry. 
The head office of the Corporation is in Sydney, NS. 


The Act provides for the payment of working capital advances and capital and 
operating grants to the Corporation by the Minister of Finance on the requisition of 
the Corporation and the Minister of Regional Economic Expansion. In addition, 
funds for operating purposes have been paid to the Corporation under parliamen- 
tary appropriations. 


The Crown’s equity in the Corporation at December 31, 1970 was $15,281,000 
comprising loans, $4,500,000, unused fixed asset grants for the Coal Division, 
$1,976,000, unused operating grants, $788,000, capital asset grants for the Industrial 
Development Division, $12,795,000, and losses of $4,778,000 to be recovered by means 
of additional operating grants. 
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During the year receipts from Canada, other than working capital advances, 
were: 
Statutory grants— 


CTA ear e: Ta ae Gib LER RIS SE ORL RA SSE ae Aa en Pe We Se ee aE $ 9,900,000 
SSO RHORINE eee ee Cream eT ae are etre hee ete ete he Le one eS De Re 1,640,000 
11,540,000 


Regional Economic Expansion Vote 35— 
Amounts to be applied in payment of the 1970 operating losses of coal mining and 
related works and undertakings, administrative expenses of the Coal Division, and 
Pre Ots eU Or Aves WO INUMICIDALUICS Cra tk erm era y ote ite Age aie ar Re 25,778,000 


$ 37,318,000 


In last year’s Report (paragraph 158) we referred to the acquisition on March 30, 
1968, under authority of section 9 of the Act, of lands and personal property located 
on Cape Breton Island, and interests in land and personal property located under 
adjacent waters that constituted or formed part of the works and undertakings 
operated or carried on by Dominion Coal Company, Limited, Nova Scotia Steel and 
Coal Company, Limited, The Dominion Rolling Stock Company Limited, Sydney 
and Louisburg Railway Company, The Scotia Rolling Stock Company Limited and 
The Cumberland Railway Company. We pointed out that the notes forming an 
integral part of the financial statements of the Corporation’s Coal Division for the 
year ended December 31, 1969 disclosed that the cost of acquisition, if any, to be 
paid by the Minister of Finance out of the Consolidated Revenue Fund, under 
authority of section 19 of the Act, had not yet been determined and no payments 
had been made. A similar note formed an integral part of the financial statements 
for the year ended December 31, 1970 and stated that an offer of settlement in the 
amount of $11,000,000 filed in the Exchequer Court of Canada had not been 
accepted and settlement negotiations were in process. 


Under an amendment, R.S. (Ist Supp.), c.7, to section 23 of the Act, the 
Corporation, with the approval of the Governor in Council, on the reeommendation 
of the Ministers of Regional Economic Expansion and Finance, may guarantee 
repayment of moneys borrowed by a company or person and the payment of all or 
any interest thereon where the Corporation considers that the related activities are 
likely to make a substantial contribution to the industrial development of Cape 
Breton Island. In March 1971 the Governor in Council authorized the Corporation 
to guarantee a $30,000,000 bank loan made to a non-Canadian company to expand 
its operations on Cape Breton Island. 


The Corporation had 4,521 employees at December 31, 1970 compared with 4,635 
the year before. 


The Act makes no provision for the appointment of an auditor and the 
Governor in Council, in complying with section 67 of the Financial Administration 
Act, has designated a firm of chartered accountants to audit the accounts of the 
Corporation. 
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323. Central Mortgage and Housing Corporation. This Corporation, established 
in 1945 by the Central Mortgage and Housing Corporation Act, R.S., c. C-16, is 
charged with the administration of the National Housing Act, R.S., c. N-10, to 
promote the construction of new houses, the repair and modernization of existing 
houses, and generally the improvement of housing and living conditions. The head 
office is in Ottawa, regional offices are maintained in Halifax, Montreal, Toronto, 
Winnipeg and Vancouver, and there are sixty local offices throughout Canada. 


The Corporation is managed by a Board of Directors, consisting of a president, 
a vice-president and eight other members, and is empowered by the National 
Housing Act: 


To insure mortgage loans made by banks, life insurance, trust and loan companies and 
other approved lenders on new and existing housing. 


To enter into contracts with builders to guarantee an annual return of rentals from 
housing projects for a period not exceeding thirty years after completion. 


To make mortgage loans for construction, purchase or improvement of low-rental housing 
projects. 


To make mortgage loans to borrowers engaged in the mining, lumbering, logging or 
fishing industry for construction of low or moderate-cost housing projects in areas adjacent to 
the operations of the borrowers. 


To make contributions to provinces and municipalities for the renewal of substandard 
areas in accordance with approved plans. 


To undertake jointly with the government of any province the acquisition and develop- 
ment of land for housing purposes; and the construction of housing projects or housing 
accommodation of hostel or dormitory type for sale or rent. 


To make loans to provinces, municipalities or public housing agencies to acquire and 
service land for public or general housing purposes and the construction of public housing 
projects. 


To make contributions to provinces, municipalities and public housing agencies to assist 1n 
providing housing accommodation to individuals or families of low income at rentals less than 
the cost of amortizing and operating the public housing project. 


To make loans to provinces, municipalities, hospitals, school boards, universities, co-opera- 
tive associations and charitable institutions for the construction, acquisition or improvement of 
student housing projects. 


To make loans to provinces, municipalities and municipal sewerage corporations for the 
construction or expansion of sewage treatment projects to assist in the elimination or preven- 
tion of water and soil pollution and to forgive 25% of the principal and interest of the loan 
where the project 1s completed before March 31, 1975 or where the project is not completed 
before March 31, 1975 to forgive payment by the borrower of 25% of the amount that has been 
advanced by that date. 


To purchase, lease and otherwise acquire, and to sell, lease or otherwise dispose of, land or 
housing projects on its own behalf or on behalf of the Federal Government. 


To make mortgage loans to persons unable to obtain loans from an approved lender for 
construction of a house or housing project. 
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To enter into contracts with builders to encourage the construction of houses to be sold to 
prospective home owners. 


To attain the Corporation’s objects, the National Housing Act permits the 
Corporation, upon terms and conditions approved by the Governor in Council, to 
borrow from Canada amounts not exceeding $8 billion. In addition, Privy Council 
Vote L15, Appropriation Act No. 3, 1970, 1969-70, c. 46, authorized advances of $122 
million to the Corporation for the calendar year 1970 in respect of: housing and 
land development projects undertaken jointly with Governments of the Provinces, 
loans to municipalities for the construction or expansion of sewage projects, loans 
made to assist in the implementation of an urban renewal scheme, and for the 
acquisition, development, construction or improvement of land and buildings. Privy 
Council Vote 10 provided $53,700,000 to reimburse the Corporation for the calendar 
year 1970: for expenditures on research and community planning, for the amounts 
of loans for sewage treatment projects forgiven to a province, municipality or 
municipal sewerage corporation, for contributions made for urban renewal schemes, 
and for losses resulting from the operation of public housing projects. 


The Crown’s equity in the Corporation, $4,940,000,000, at December 31, 1970 
comprised: capital stock, $25,000,000; general reserve, $5,000,000; loans to the 
Corporation, $4,898,000,000 ; and net income for the year and profit on sale of assets, 
transferred to the credit of the Receiver General subsequent to year-end, $12,000,000. 
In addition, the Corporation, as required by the National Housing Act, has estab- 
lished three special funds. 


MORTGAGE INSURANCE FUND. Mortgage loans, made by banks, life insurance companies, trust 
companies and other approved lenders, may be insured by the Corporation. In cases where 
loans are insured, insurance fees, varying from 7/8% to 1 1/4% on the amount of the loans, are 
collected from borrowers and credited to the Fund. The Corporation has statutory authority to 
invest moneys held by the Fund in obligations of, or guaranteed by, Canada. Credits to the 
Fund during the year ended December 31, 1970 comprised: income from securities, including 
net loss on realization, $11,267,000; insurance fees, $10,711,000; income from mortgages, 
$4,871,000; and real estate acquired on claims, $2,704,000. Where the holder of an insured 
mortgage loan acquires title to the mortgaged property by foreclosure, title may be conveyed 
to the Corporation. In such a case, the Corporation pays the lender the principal owing on the 
mortgage, arrears of interest and expense incurred. The Fund is charged with the amounts 
involved. During the year, the Fund was charged with: claims paid and legal expense, 
$2,704,000; net loss on operation and disposal of real estate, $103,000; provision for revaluation 
of real estate, $229,000; and administrative expense, $480,000. At December 31, 1970, there was 
a balance of $278,869,000 in the Mortgage Insurance Fund. 


HOME IMPROVEMENT LOAN INSURANCE FUND. The Act stipulates that all home improvement 
loans made under it shall be guaranteed by the Corporation and all lenders are required to 
collect from the borrowers and remit to the Corporation an insurance fee of 1% of the amount 
of the loan. The Corporation is permitted to invest any or part of the Fund in obligations of, 
or guaranteed by, Canada. During the year, the Fund was credited with: insurance fees, 
$168,000; income from securities, including net profit on realization, $183,000; income from 

~ mortgages, $11,000; and recoveries on claims paid, $201,000. The Fund was charged with claims 
paid and legal expense, $283,000, net loss on operation and disposal of real estate, $10,000, and 
administrative expense, $113,000. At December 31, 1970, the balance in the Fund was 
$3,722,000. 
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RENTAL GUARANTEE FUND. Under the Act the Corporation may guarantee an annual return of 
rentals to builders of rental housing projects, the amount of the return being determined by 
the Corporation for a period not exceeding thirty years. Insured builders are required to pay to 
the Corporation, during each year of the guarantee, a fee varying according to the period of 
the guarantee from 1 3/4% to 2 3/4% of the return of rentals guaranteed. The Corporation is 
permitted to invest any part of the Fund in obligations of, or guaranteed by, Canada. During 
the year, the Fund was credited with: premiums, $181,000; income from securities, including 
net loss on realization, $254,000; net profit on operation of real estate, $224,000, and other 
income, $24,000. There were no charges to the Fund and at December 31, 1970, the balance was | 
$6,042,000. 


The following is a summary of the results of the Corporation’s operations for | 
the past two years: 


Year ended December 31 | 
1970 1969 ) 
Income— | 
Loans: | 
Interest earned from borrowers..............$ 274,264,000 $ 237,762,000 
Interest charged by Canada................. 238 , 055,000 202 , 959 , 000 
$ 36,209,000 34, 803 , 000 
Federal-provincial agreements: 
Interest earned on agreements............... 11,243,000 9,409 , 000 
Interest.chatged. by, Canada... 24.0464 co. <4 0s we 11,139,000 8,947,000 
104, 000 462,000 
Agreements for sale and mortgages: 
Interest earned from purchasers.............. 4,699 , 000 5,026,000 
Interest charged by Canada................. 1,082,000 1,179,000 
3,617,000 3,847,000 | 
Real estate—Corporation owned: 
Rental revenue from venants............... ee 10,067, 000 9,420,000 
Maintenance and other property expense, in- 
cluding interest charged by Canada......... 11,218,000 10,605,000 
(1,151,000) (1,185,000) 
Application fees earned on mortgage loans....... 3,044,000 2,929 , 000 
Fees earned for services to government depart- 
TC TNES 5 Din ot patted eta cui bc heal aera ne dele 1,062,000 989 , 000 
COUPON TCOIMIO cc 5 con sl a ha cee kee cane eee ae a 2,145,000 2,074,000 
45,030,000 43,919,000 
Expense— 
Salaries and employee benefits................. 19,369 , 000 17,623,000 
RPEDED Eye ose cee se een Ce ee ee 7,209,000 5,506, 000 


Losses on insured corporation loans............. 35,000 33,000 


26,613,000 23,162,000 
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Year ended December 31 


1970 1969 
Net income before income tax................06- $ 18,417,000 $ 20,757,000 
WPCC a, TL Us 0S Oe ee 9,497,000 11,027,000 
INRPLICOMC Ee at). Jere ai ce ehta ec tee bbe abbr s fe 8,920,000 9,730,000 
Proceeds from sale of assets acquired without cost 
TERETIO CS AINA Ay c AR ee TO I, od RMN Ce cee are ets 2,667 , 000 2,916,000 
Net income for year and proceeds from sales, trans- 


ferred to Receiver General for Canada.......... $ 11,587,000 $ 12,646,000 


Corporation employees numbered 2,241 at December 31, 1970 compared with 
2,169 the year before. 


The Central Mortgage and Housing Corporation Act provides that the responsi- 
ble Minister, with the approval of the Governor in Council, shall appoint two 
auditors to hold office for a term not exceeding two years to audit the affairs of the 
Corporation. 


324. Industrial Development Bank. This Bank was established in 1944 by the 
Industrial Development Bank Act, R.S., c. I-9, to aid businesses that need financial 
assistance but are unable to obtain it from other sources on reasonable terms. The 
Bank is under the management of a Board of Directors composed of the Directors of 
the Bank of Canada and the Deputy Minister of Industry, Trade and Commerce. 
The head office is in Ottawa, and there are five regional offices and thirty-two 
branches across Canada. 


The authorized capital of the Bank is 750,000 shares having a par value of $75 
million. The Act requires that the Bank of Canada subscribe for all the share capital 
and pay the amount subscribed at such times and in such amounts as the Board of 
Directors of the Industrial Development Bank may determine. The Industrial 
Development Bank is required to establish a reserve fund to be credited with its 
annual operating profits until such time as the balance equals the paid-up capital. 
At September 30, 1970, the Bank’s fiscal year-end, the equity of the Bank of Canada 
in the Industrial Development Bank, $468,340,000, comprised: paid-up capital, 
$53,000,000; reserve fund, $21,240,000; and loans to the Industrial Development 
Bank, $394,100,000. 


The following is a summary of the Bank’s income and expense for the past two 


yeals : 
Year ended September 30 


1970 1969 
Income— 
Were GR eg RN eR oo ett gee A i ky RE Pe CEE Yeo Se $ 38,251,000 $ 30,569,000 
eT aE ee Ee POL CRG yes aE UT ae CRO Sana RL ee rl 625,000 541,000 


38 , 876 , 000 31,110,000 
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Year ended September 30 


1970 1969 

Expense— 
Palities ahd employee DENGIILS: ona c. es at oes agen aes mess $ 7,618,000 $ 6,762,000 
Rental and other costs—leased premises............ 0.000 e cece eee 901,000 743 , 000 
Dravelvand tiaricl eek: ifiwdi Ue wis seed. ait, cian Ae Ae ee, 454,000 328 , 000 
Oihcesapplies FebCss 6 su. suas a els. ae le ange + Aiea ee hte Geter 340 , 000 268 , 000 
WOVETES IN Anam oO lenis OFIMALLON 14 oii os bare ea ee ce i che 237 , 000 226 , 000 
ESle plromecailel LClem ran trmapMrtta faa crancy ere co acacda no eet aio ANS EST 231,000 189,000 
HiVestigation. ‘and SUPerVvISiON 20.0.5 so Ke wk SR ee ree 141,000 126,000 
Deprecittionson Cquipmenys. Be ook i sce ae vis Sa eus aba ccs SO 108,000 97 , 000 
Grits) ghiwce: Mots Wie GEES atic ea al aetna ne near Cap Oe- ee Pury e°. 147,000 127,000 
10,177,000 8, 866 , 000 
PAVE E SG. OL OOULE TIVES tines SLSR eae il dlc uleelctiy Sa Stele de a ener eeeane Rack 26, 102,000 20,107,000 
IPEOVISTON: TOW, LOSSES iii bet nicla cate een ed lease CE oes Ruse art, ny wR Oe ea 2,097 , 000 1,764,000 
38 , 376 , 000 30,737, 000 
Net income—transferred to the reserve fund................ 0.00000: $ 500,000 §$ 373 , 000 


The number of employees averaged 731 in 1970 compared with 692 in 1969. 
Loans and investments increased to $487,157,000 at September 30, 1970 from $418,- 
908,000 at the end of the previous fiscal year. 


The Act provides that the affairs of the Bank shall be audited by the two 
auditors appointed by the Governor in Council to audit the affairs of the Bank of 


Canada. 
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Departmental Operating Activities 


325. Several government departments and non-corporate agencies are engaged 
in extensive trading and servicing activities covering a wide variety of operations. 
There are, however, no statutory directions in the Financial Administration Act 
regarding the preparation of annual financial statements for these trading or 
servicing activities, similar to those prescribed for Crown corporations. A number of 
departments and agencies prepare such statements and some of these are examined 
by the Auditor General. 


For a number of years (paragraph 275 of our 1970 Report) we have been 
referring to the need for timely financial reports to provide Parliament with a clear 
understanding of the financial results of departmental operating activities. We 
advocated the inclusion in the Public Accounts of appropriate financial statements 
showing the overall results of operations by departments and non-corporate agencies 
engaged in trading and servicing activities. Such statements should be on an accrual 
basis and include depreciation charges on buildings and equipment, interest on 
funds employed, and the value of services provided without charge by other 
government departments. The operating results shown by the statements should be 
reconciled with those recorded on a cash basis. Each balance sheet, which the 
Auditor General would be prepared to examine and report on, should show clearly 
the year-end position of the activity. 


The Royal Commission on Government Organization in its report on Financial 
Management recommended that accounts of departments and agencies conducting 
trading and servicing operations be maintained on an accrual basis to show clearly 
the costs of operations. The Commission also advocated greater use of revolving 
funds and accountable advances to encourage the use of business-type budgeting 
and production of meaningful operating statements to assist Parliament and aid 
management in the control of its costs. 


Treasury Board circular letter No. 1970-7, of January 8, 1970 sets out regula- 
tions, effective April 1, 1970, regarding the establishment and operation of revolving 
funds and working capital advances, subject to any Act of Parliament. The circular 
points out that the operations of revolving funds should be planned so that they will 
be self-sustaining with total costs to be provided for and recovered in the charges 
made for services rendered. These costs should include not only direct outlays for 
salaries, materials and supplies, but a provision for replacement of capital facilities, 
interest on outstanding capital advances and costs of common services provided by 
other agencies. 


The circular letter further stipulates that the accounting systems should be on 
an accrual basis whenever necessary. In addition to recording operating expenses 
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and receipts, they must provide for cost accounting and other records which will 
permit the ready and regular production of manufacturing and trading statements 
and balance sheets equivalent to those which would normally be expected for similar 
operations in the private sector. At the end of each fiscal year.a balance sheet, an 
operating statement and a statement of the disposition of the surplus or deficit are 
to be prepared for each revolving fund and working capital advance and submitted 
to the Auditor General for certification. This new directive 1s a further step towards 
the objectives which we have been advocating. 


Some progress has been made as 1s indicated by the statements of trading and 


servicing activities of departments and agencies summarized in the paragraphs 
which follow. 


326. Agricultural Products Board. This Board operates under the authority of 
the Agricultural Products Board Act, R.S., c. A-5, and consists of a chairman and 
two members appointed by the Governor in Council. The Act empowers the Board, 
under the direction of the Minister of Agriculture and subject to approval of the 
Governor in Council, to buy, sell, or import, and to store, transport or process 
agricultural products. The Agricultural Products Board Account was established in 
the Consolidated Revenue Fund in accordance with section 5 of the Act and all 
financial transactions of the Board are recorded in this Account. The Board’s 
activities are administered by personnel of the Department of Agriculture and the 
members of the Board also serve on the Agricultural Stabilization Board. 


There were no inventories at March 31, 1971 and the Crown had no equity in the 
Account at that date. 


A summary of the results of operations for the past two years follows: 
Year ended March 31 


1971 1970 
Trading operations— 
Sales of: 
Chicken brovletae: os. ated ee A EY SO ee SO $ 532,000 $ — 
Wholesero: powder: and eer melanve ss 2 ee wl io lt a — 518,000 
Gosteoeaies Ai eek ich ve Sense he Le ORE Ric OAK oA OLE set eine ee: 930,000 595 , 000 
I Wret Wre) aa A aavs Fie eagre) €2) tc ER 0) Sc hag ee ete ot ge ce ee ee a eM re reat MIE iene Are ER 398 , 000 77,000 
Adininisty staan so91d See OU! iia pert ie Ieee? tnd OO PA a Doh, alten ke cee 2,000 1,000 
Triteres t OHEWEr KIN Caniie ee co's cote Mee okt Se) eke et 16,000 
Loss for the*year 002455. fi). SOP iets: AP aenrns TURN, TURES i onbtok eee $ 400,000 $$ 94,000 
Loss for the year provided for by— 
Agneutture Vote. 15 Vote lf tn TOGG— Ci, et cee ces $ 398,000 $ 77,000 
Government departments which provided major services without charge.... 2,000 17,000 


$ 400,000 $$ 94,000 
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327. Agricultural Stabilization Board. This Board, consisting of three members 
appointed by the Governor in Council, was established by the Agricultural Stabili- 
zation Act, R.S., c. A-9, and is responsible for stabilizing prices of agricultural 
commodities at levels bearing a fair relationship to their cost of production. Stabill- 
zation measures take the form of the purchase of commodities at prescribed prices, 
payment to producers of amounts by which prescribed prices exceed those deter- 
mined by the Board to be the average prices at which commodities are currently 
being sold, or payments to processors for the benefit of producers. The activities of 
the Board are financed by the Agricultural Commodities Stabilization Account 
which has been established in the Consolidated Revenue Fund in accordance with 
section 13 of the Act. The net operating losses on the operations of the Account and 
the administrative expenses of the Board are met from moneys appropriated by 
Parliament for the purpose. | 


There were no inventories at March 31, 1971 and the Crown had no equity in the 
Account at that date. 


The results of the Board’s activities for the past two years are summarized as 
follows: 


Year ended March 31 


1971 1970 


Payments to the Canadian Dairy Commission for stabilization of the 
price olmilk tor the benent of Producers >. 0 os. ..6 ch nese ees ee $ 125,000,000 $ 131,857,000 
Deficiency payments— 
ET Ot gree Te ae Aa erage Coated ahd ee eR ere CAM ta cee RY 1,067 ,0CO 2,674,000 
NHOSS ("a 9 eel all RS aS ieee g RE EAD: oN eRe Merch Deregert 2 9A me BROPUPgE on 402 , 000 1,070,000 
Ee OS a ah han oan EE UR A ge A Cae IPT oP — 695 , 000 
Re eee ot Re ee RE Wain incerta Ome es ok i nS — 1,000 
1,469,000 4,440,000 
Administration— 
st LSE EPPS 0) | 0, en oO en ce a Cane SRE ESA Oe 330, 000 321,000 
Pee OY Pe CIICt ae ents cle Me, ek ree eee wh nant sia a Nee 48,000 47 ,000 
Part-time management and support services................000- 47,000 52,000 
Pee ORI OC ANAUE OR. Sec dd erst we van SEER EA OLA a eee 24,000 24,000 
A REOUMLING Aieietal SCLVICES <2 x 5.bn-5 sag cnn eer valen eee ene ns 17,000 17,000 
EET Ec 7 BY, eR ee cee aD te Rey nce a AOI a 25,000 15,000 
491,000 476 , 000 
Tite ees LOT OR RID CUO UA ey ers gets ae aie wn eee. oe aes ome eer eee ou 4,680,000 


126 , 960, 000 141,453,000 


Deduct: Forfeiture of contractor’s security deposit in settlement of 
Pee ten OnE, ROT Pe et hee Vere Pavet aus oe ate buh be iF Se ES Grae 74,000 — 


CR TOT D OV ORT be Wie wie 2 Vere. 8 A 8 Nok et oh eRe aN Re A At! $ 126,886,000 $ 141,453,000 
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Year ended March 31 


1971 1970 
Loss for the year provided for by— 
Agrieniture, Vote bi (Vote: 17 1960370). aks. aortas el ai eee $ 126,395,000 $ 136,297,000 
AOTICUIUULE 2V.OL6. LOLGV OLEs lo ISL OOD S70 \ic See os Galen oo eae See sss 355 , 000 336 , 000 
Government departments which provided major services without 
CHALVO Tra ate TEs fried: © vee tks pel ita Ua a se? 5 see elas A 136,000 4,820,000 


$ 126,886,000 $ 141,453,000 


As funds for the operations of the Board were available in Agriculture Vote 15 
throughout the year, no working capital was required and no interest expense was 
incurred in the year ended March 31, 1971. 


328. Agriculture Revolving Fund. Agriculture Vote 783 of Appropriation Act No. 
5, 1955, 1955, c.60, authorized the operation of a revolving fund for the purposes of 
financing the production of new and improved varieties of seeds and the acquisition, 
maintenance and development for experimental purposes of livestock, poultry and 
eggs, including administrative expenses of all authorized projects. The amount that 
may be outstanding was increased by $1,200,000 to $1,820,000 by Agriculture Vote 
L6a, Appropriation Act No. 4, 1970, 1970-71-72, c.4. 


The Crown’s equity in the Fund at March 31, 1971 was $670,000 represented by 
inventories of livestock, poultry, seeds and supplies, $640,000, and accounts receiva- 
ble, $46,000, less accounts payable, $16,000. 


A summary of the results of operations for the past two years follows: 
Year ended March 31 


1971 1970 
Cost of experimental and development projects— 

DALATICS- ALC EWAZCS 4, Cc ciel n Omen reis a cae BIA N: OLN Ee eee ck $ ©469,000 $ 395,000 
TERT LO View? CTI CLES csi nie seer AG NPR Tait tices hs gate gate br bet yoy get Rae 55,000 50,000 
DAV ORE Kates cern ten see ta PRR ere es Runes Siics epic Lees Sirs ates 353 , 000 317,000 
Rental-or land for rapeseed proveet ie he od ee A os el BED oe ote 267 ,000 = 
ReedJandothersuppies: 60.) ser nome vets aontene wae een eo lue aise 170,000 90 , 000 
ACCOMIMOGALIONC ON 28 rs cs 5 elt Ate eo ahah ak EG We ae Re ae 137,000 130,000 
BREE CiLy eeaid te, Meee Mtn Ace tens ded Neh Preece SIN Pe MRE ae he Ali 1A acct 65, 000 44,000 
A IENIMISELALIOR RN Lei co teks Sle a ate Meth Gal dyes Wie Nel mee ea a oeiiag: poke meen ee 65,000 48,000 
Literest: OM WOrk ING CAD UAL sik fe OU AMe en h be A ae eed hn Pee ho rey 29 , 000 15,000 
IIASCELIBILCOUS, erties cia ties stain oN tLe OU arti Priced War mae 36 , 000 23,000 


——— 


1,646,000 1,112,000 


Less: 
Proceeds from sales of livestock, seeds and poultry................ 635 , 000 772,000 
Increase (Geerease) in INVeENntOries.. 6. on cea erect tind fea oe ee 366 , 000 (8, 000 ) 


1,001,000 764,000 


IVER COSL OL DEOJECES a ao ere ceir nck aie bat cae arate eee et ee a $ 645,000 $ 348,000 
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Year ended March 31 


Net cost of projects provided for by— 
Apreulvure Vote 10 (Vote To in 19G9-70). ro ns ee ee ee ete ese $ 
PAPPICTIIGAIT CRY OLE RS AUNT BENS cued 0% Hs oR Re Oe CS eek es, Wee ws Gee 
Government departments which provided major services without charge 


4) 01 Gh #1 Oy en 8) <0) 


Less: Amount transferred from the Revolving Fund as revenue 


1971 


—— 


309 , 000 
95,000 
225 , 000 


679 ,000 
34,000 


645 , 000 


1970 


$ 340,000 
77,000 
198 , 000 


615,000 
267 , 000 


$ 348,000 


A major new project was the production of a new variety of rapeseed on leased 
land in the southern United States during the winter of 1970-71 for distribution to 
growers in Western Canada in time for spring planting. The cost of $389,000 is to be 
recovered from the sale of the new zero-erucic variety of rapeseed. 


329.Airport operations. The recorded capital investment of the Department of 
Transport in airports and associated facilities, including aircraft, aircraft spares and 
special equipment, as at March 31, 1971, was $870,574,000 compared with $787 826,000 


at the end of the preceding year, an increase of $82,748,000. 


The following is a summary of the revenue from civil aviation airport opera- 
tions for the year, together with comparable figures for the preceding year: 


Year ended March 31 


1971 
Aircraft landing fees— 
TPAD ROOCATIIO Benes al caw ia ho GAPE REM Scae sonar + alec treecen ta. $ 9,096,000 
PD OMOSEICT Oth Fe ALA. 5 ALS waldo Eke a Shiite BEE eet Oe. 2k 8, 165,000 
TAME OPAC her tO vie she blots RM ae ee ane ROR oe weed SE SR nS ee 3,015,000 
ONG IST he a ae RE A A dh a 9 Perr an RNR SR. ACY! 41,000 
20 , 317 ,000 
Concessions— 
RES DUUS EST ENTIW YG 39) 1 Wide Bereta op rea eel ipl aa Sar Mi enlarge a SRO! Mala, peated ta 7, 867,000 
WAL DAT ING 2 ines Fe hs eee toe, WANE HN ete eee SE EDD GOES SRP 4,654,000 
Restaurants and snack bars............... BOTA a YS uta cg wie tac 1,440,000 
(CEPTS) 905 iene CIENT IN Pas oD retin pee ee ow yan nent 1,304,000 
(OD ALUTS) Rep er AR. tn a ole Maly ale IE lS al erty AR tad sb Bc 2,789,000 
18,054,000 
Rentals— 
Ce ADC SOD SDACE swe rae. 1a Var eee tele cro enue eS amare 3,299,000 
Tans. .ccosas pe red oa SEA SEL RR BLD SE 2,067,000 
Hoa CHUA TROT oc, Shue We wrens Paacae 0 eal ic On en Wa ee el, Cae Des ea te 1,163,000 
PAN GAT. Gage. ith 5 ie he sadness «opie |. dhs ek. bai tere oe do, eee 184, 000 
ROOT see eel es ke ict ae eA eh ig: Crees sons intG Smear buat ar 857 , 000 
7,570,000 
Joint user terminal facilities charge— 
EL OPIRUIOU eh os he Ee a eg A os eel al 3,506,000 
TD OTO ORION hotest Nene tke Ne Reh APR eth lis Aileen ae agi a 3,355,000 


6,861,000 


1970 


$ 9,399,000 
6,839 , 000 
2,775,000 

19,000 
19,032,000 


6,873,000 
4,135,000 
1,152,000 
1,133,000 
2,349,000 
15,642,000 


3,200,000 
1,461,000 
672,000 
164,000 
1,089,000 
6,586 ,000 


2,825,000 
1,970,000 
4,795 ,000 
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1971 1970 


COTES (ge os eno sch 5p BAe SL BaD ne Ry ct seu no senak pode el cies eae ee ean $ 4,229,000 § 3,242,000 
Ota TEVONUG <i crc, Mette a ee aE Ne chide bee, oy Sa tain) tage a eae 57,031,000 49 , 297,000 
Expenditure recovered from Airports Revolving Fund................ 1,400,000 1,064,000 
Total revenue, and expenditure recovered...............0.eeeeeeeee $ 58,431,000 $ 50,361,000 — 


The amount of $1,400,000 shown as revenue in the form of expenditure recov- 
ered from the Airports Revolving Fund represents the estimated cost of certain 
services supplied by the Department in respect of the Montreal and Toronto 
International Airports. This is not revenue but is a distribution of the Department’s 
costs and as such is a reduction of the amount charged to the Department’s Air 
Services appropriations. Therefore, several of the amounts appearing in the follow- 
ing paragraphs are $1,400,000 less than is shown in the Public Accounts. 


Operating and maintenance expenditure for the year 1970-71 amounted to 
$46,410,000, of which $35,278,000 was charged to the provision for ‘‘Airports and 
Other Ground Services—Operation and Maintenance”’ (included in Transport Vote 
35) and $11,132,000, applicable to Montreal and Toronto International Airports, was 
charged to the Airports Revolving Fund, authorized by Transport Vote L160, 
Appropriation Act No. 3, 1969, 1968-69, c.36. The total expenditure of $46,410,000 was 
$5,207,000 in excess of the corresponding figure of $41,203,000 for the preceding year. 


Of the revenue of $57,031,000 arising from airport operations, $25,635,000 was 
credited to “Airports and Other Ground Services—Operation and Maintenance’’, 
$31,361,000 to the Airports Revolving Fund and $35,000 to non-tax revenue. The 
total revenue of $57,031,000 was $7,734,000 in excess of the corresponding figure of 
$49 297,000 for the preceding year. 


The revenue arising from airport operations exceeded expenditure (excluding 
new construction) by $10,621,000 as compared with $8,094,000 in the preceding year. 
Both the revenue and expenditure for 1970-71 applicable to ‘“‘Airports and Other 
Ground Services—Operation and Maintenance” are understated by $292,500 (see 
paragraph 193 of this Report), and similarly the revenue and expenditure of the 
Airports Revolving Fund are understated by $583,000 as a result of recording the net 
revenue only from parking and other operations at certain airports. 


The operating results are recorded on a cash basis and do not include any 
provision for amortization of airport construction costs, interest on funds employed, 
or other costs such as a portion of the expenditure charged as air services administra- 
tion. The Department does, however, maintain accounts on an accrual basis for its 
operations at 17 of the major airports, which together account for 85% of the 
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revenue from civil aviation airport operations, and prepares therefrom periodic 
financial statements for management purposes. 


In addition, there appear on page 24.17 of Volume II of the Public Accounts 
“Consolidated statements of operating results and investment position for 205 
airports covering the fiscal years ended March 31, 1971 and March 31, 1970”. These 
statements, which include provision for depreciation, interest on investment, 
administrative overhead, and employee benefits, show that the Department incurred 
a loss of $60,937,000 on operations for the year, an increase of $7,638,000 over the loss 
of $53,299,000 for the preceding year. The statements were not submitted to the 
Auditor General for certification. 


330. Airports Revolving Fund. The Department of Transport working capital 
advance account—Airports Revolving Fund—was authorized by Vote L160, Appro- 
priation Act No. 3, 1969, 1968-69, c.36, for the purpose of the operation and 
development of the Montreal and Toronto International Airports and such other 
airports as the Treasury Board may approve. All operating expenses and capital 
expenditures and all amounts paid in respect of all loans credited to the account, 
including interest thereon, are to be charged to the Fund. All monies received from 
the operation of the airports and all loans made by the Minister of Finance for the 
purpose of financing capital expenditures are to be credited to the Fund. The net 
amount charged to the account at any one time Is not to exceed $3,000,000. 


Transactions in the Airports Revolving Fund relate solely to the operation of 
Montreal and Toronto International Airports and the development of the new Ste. 
Scholastique and Toronto II International Airports. 


The Crown’s equity in the Airports Revolving Fund at March 31, 1971 was 
$191,709,000 comprising current assets, $3,003,000, fixed assets, $181,925,000, pre- 
opening expenses, $7,460,000, and accounts payable, $679,000. 


Loans authorized for current and subsequent fiscal years, and amounts 
advanced to the Fund during the past two years, are as follows: 


Authorized Advanced 
PMIFSNe Orie Ole LLG OOO he ve's' svi ocak ok uiuls o& caba ae s $ 15,094,000 $ 5,126,000 
MPARSHOLIEVOUMIG TOTUTT fore tt ct cat eles wee ee ead en eet 67 , 829,000 41,205,000 


$ 82,923,000 $ 46,331,000 


The following is a summary of the results of operations for the past two years: 
Year ended March 31 


1971 1970 


Incoime— 
Aviation: 
angie Comer, RARE 2 BPR. (a. MSC Y..2. $ 12,363,000 $ 11,359,000 
ENT CCS, See ST ee ee eR Le Mee COEe MPS LIOWCE OR ye Eon 6, 493 , 000 5,728,000 
ed eT PRM RG Fc Ha Ie aes Site ao A aig wach tie Poltens Oo 4,194,000 3,871,000 


23 ,050 ,000 20 , 958 , O00 
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Year ended March 31 
1971 1970 7 
Other: 

COP CORRICINIR S555 ratnla ah Hon UR ROSCA eet saa: oR rd ane Ce i ee $ 6,661,000 $ 6,038,000 

Service fees and Niscelancous.. £2) SPA ete ee oe ee 507 , 000 386 , 000 
Sales ari tilitiese tires. 4 4 S900 9 oe ieeee Ok, ds TEOTRt aT. 384 , 000 305,000 | 
7,682,000 6,729,000 
30,602,000 27,687,000 | 
Operating expense— | 
SAGs GiTyl Welton. ce sual ulus vas oaatiia elnnt ace pete oy lea eich ere eae 4,199,000 3,626,000 | 
FSMD VeC DELCHIS 1. panko Wek To Noms ee ins oNeaar tes Waren 840 , 000 = | 
Depreciation. WAM EG Mae VIR ST eR SOA Be ST. 5, 242,000 5,212,000 
Operation ard malitenances tices ce aprcacker ei deer bere eee 5,066,000 4,139,000 
CTPA Tee, LOMLOE PAXEGAN bs 0etn ore oll SES rapt aes ia aca dete Aan 2,752,000 2,065,000 | 
Headquarters and regional overhead... 2.2.00... 20.0 ccc cence eee 2,500, 000 1,769,000 | 

20,599 , 000 16,811,000 

iNet perdtingiticuimel 22, OL aR. LO, SRR, ke ee, ee 10,003 , 000 10,876,000 
Loaninterest, 6xpense 2) fs bys esias cede ek Sees aen aaeh Pak aga. 230,000 + | 
NE GIncCUMemre calmed Oil) CNG Ok TGs Cadets tede a a4 sun ae «poe fe bluke < Suceken $ 9,773,000 $$ 10,876,000 | 
| 


331. The Board of Grain Commissioners for Canada. This Board, consisting of a 
chief commissioner and two other commissioners appointed by the Governor in. 
Council, is responsible for the administration of the Canada Grain Act, R.S., c. G-16, 
including the inspection, weighing, storage and transportation of grain, the fixing of 
tariffs, the establishment of standards and any other matter relating to the handling 
of grain. On April 1, 1971 the former Canada Grain Act was repealed and replaced! 
by a new Canada Hest Act, 1970-71-72, c.7, which 1s administered by the Canadian’ i 
Grain Commission. The responsible Minister is the Minister of Agriculture. 


The following is a comparative summary of the results of operations for the past | 
two years: | 


Year ended March 31 


1971 1970 


Expenditure— 

palaries allowances. ete ii Ly Fie Pa ees wee ee OR a. DA $ 6,968,000 $ 6,205,000 
BORNEO DOORS 2 0R eR. oe ieee 1,019,000 1,121,000 
POP OTN a ithe cael a letehe dss karate Mlb Capers Aa Nar Me Ch a e (e wchis'cae 9! ak 9 ok cee A 258 , 000 226 , 000 
BESEITHOTUG A akc, OMEN 9p rs Mycklene Gt) rat eR rete Tin Goer VEN ised PRE 257 , 000 116,000 
EPAVers ee co AMA YS Se FER TE ee che: eed, ocr, Bee 250, 000 199 , 000 
Transportationand, commiinicationss .. crvmetirck ef vaes a ceiee + sete 186 , 000 112,000 
Materials, supplies and office equipment....................0e00eees 170,000 109 , 000 
CHEIOP, SRE Oe UN. oe sav WR WRG GREE Bian ae < Chee ee 162,000 138,000 

9,270,000 8 , 226,000 
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Year ended March 31 


1971 1970 

Revenue— 
dispaenion +, fitktet. 2. Le IE BUOLIO REC ets Oa). la Le eeinst $ 3,865,000 $ 2,693,000 
HON LS ei leek Dre MOM Ea Ree, eke Rat, SU Fag? An ge RP 1,937,000 1,324,000 
Pecans BG CANCeuaione: .”... yas ss cay oxalic eele es ere 260 , 000 167 ,000 
PASSE Sica det cata tent gett Ley glen a A AE a aac tary ale ee eee A ee Ae ea 27,000 27,000 
Es) LS Wo ceca asnalannad lt nc 1) Gell trdrtatit adted OP ci ee tyre hes RO Mae ae ae A EER 2,000 4,000 
6,091,000 4,215,000 
Teese Or Cxpenuiture OVEr TEVENUG. 64/5) bic s wees Peed bobo eo UW eee $ 3,179,000 $ 4,011,000 


Excess of expenditure over revenue provided for by— 


Agriculture Vote 25 (Votes 50 and 51 in 1969-70). .................. $ 8,179,000 $ 7,033,000 
SOA Or Lara WAC R SOCIOL Arco. See! tks TY 7 rh yt eat tA Ae 61,000 61,000 
Government departments which provided certain major services without 

CLG OTe, ahhbo: ee Oke PE ee Bene mad ee FACE SPN, ea le 1,030,000 1,132,000 


9,270,000 8, 226, 000 
DOCS EEC OM ORIG 2 ie ere rete eek ee ae ae ee ee og FOE EO 6,091,000 4,215,000 


$ 3,179,000 $ 4,011,000 


The increases of $1,044,000 in expenditure and $1,876,000 in revenue were 
mainly due to the movement of greater quantities of grain in 1970-71. 


332. Canada Pension Plan Account. The Canada Pension Plan, R.S., c. C-5, 
provides for a comprehensive program of contributory old age pensions and supple- 
mentary benefits for most persons in the work force in Canada, whether employees 
or self-employed, with the exception of those in the Province of Quebec who are 
covered by a parallel provincial plan. 


Section 110 of the Act established the Canada Pension Plan Account within the 
accounts of Canada to which all contributions, interest and other amounts received 
under the Plan are credited and to which benefits and other payments under the 
Plan, including administration costs, are charged. Section 111 of the Act established 
the Canada Pension Plan Investment Fund, also within the accounts of Canada, in 
which investments in provincial and federal securities are recorded. 


The Act requires the Minister of National Health and Welfare to make an 
annual report to Parliament on the administration of the Act, including a statement 
showing amounts credited to or charged to the Canada Pension Plan Account and 
the Canada Pension Plan Investment Fund during the year. There is no require- 
ment in the Act for the Auditor General to report upon this statement although such 
a provision would appear desirable. However, as both the Canada Pension Plan 
Account and the Canada Pension Plan Investment Fund form part of the accounts 
of Canada, they are examined by the Auditor General under the provisions of 
sections 58 and 60 of the Financial Administration Act. This examination includes a 
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verification, by test, of transactions in the two accounts, a review of accounting and 
internal control procedures and confirmation of the investments of the Fund at the 
year-end. 


The following is a summary of the transactions in the Canada Pension Plan 


Account for the past two years: 
Year ended March 31 


1971 1970 
Balance At, Der mn ing OV ears ee hia ee) a eae t atts net waren $ 2,932,258,000 §$ 2,107,758,000 
Receipts— 
Contributions from employers and employees............... 812,867,000 745 , 646 , 000 


Interested INVEsStMents>.4...0%. cies hae ies ae aa ee 202 , 659 , 000 139,701,000 
Interest on the operating balance................ 00500 e eee 3,987,000 3,807,000 
A Ve TREC TLIC iis Pe a 855 02 5 aa bc ace evs vn teeta eco thovee « Gia N 549 , 000 404,000 
1,020, 062,000 889 , 558 , 000 
Disbursements— 

Benefit payments: 
PR OGIPETHOULAON SONG Zinn! «year wecaekd 5 Saeed Ea a 39 , 832,000 17,478,000 
WG COW: DOMSIONSiay, sh Mec ch cooks Doce ahN Seth Sie thnk y a: ahd eh 24, 371,000 14,304,000 
Orpban Sener tet venkat. We accet cea < eee hei 11,533,000 7,069 , 000 
DEST DEDEIBEs mee eke a ce the es eee eee 9,528,000 8, 458, 000 
DISS DIU Ye DORSIGN See A, deye 2 ete cee a a eee ask A ea 3,204,000 16,000 
Disabled contributor child benefits...................0.. 711,000 4,000 
Disabled widowers. pensions 7) 203. B24 ACLs 29 Gee. 24,000 17,000 
89 , 236 , 000 47 , 3846 , 000 
Administrationvexpenses tra. bei. 2s eee. Bee 1 Ss 19,507,000 17,712,000 
108 , 743 ,000 65,058 , 000 
Excess of receipts over disbursements...............-...e0e-- 911,319,000 824,500,000 
alayce av eid ef VCRs. fon ey ie wt ee a Ree on) ae $ 3,843,577,000 $ 2,932,258,000 


This balance comprised— 
Tieat Wier. PUI tek, Ses feats oe cher ee ar ee oe ae ad & ee $ 3,701,275,000 $ 2,832,734,000 
CIDETAUING DaIaNCe te ac on st atiie Ree, eee ec e ge. ee 142,302,000 99 , 524,000 


$ 3,843,577,000 $ 2,932,258,000 


Transactions are recorded in the Account on a cash basis and hence no amount 
has been included for contributions relating to periods prior to March 31, 1971 but 
received after the year-end or for accrued interest of $71,801,000 on investments. 


The item ‘‘Other income” comprises: $273,000 received from the Quebec Pension 
Plan, of which $91,000 was its share of costs of registration of employees and $182,000 
was its share of benefits paid to dual contributors; $150,000 received from Old Age 
Security Administration for the cost of melding old age security and guaranteed 


income supplement payments with those of the Canada Pension Plan; $86,000 
derived from electronic data processing services performed for others; and $40,000 in 


refunds of previous years’ expenditure. 
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The following table shows the number of benefits in payment at the end of each 
of the past two years: 


March 31, 1971 March 31, 1970 

PPOLILCINERL DONSIONG. och oup byes bry ae b> Peas ee Pe Cs RAS 171,601 114,939 
RNa He ONCE Waiie cia Sek ae nla clin ie GN oo ai ah No a talc 38 , 666 23 , 964 
NN AON DCAM ONCT. et er ee tere ee Mee eC a pate eee den fF 35,779 20,952 
Disabilievipensionsi OF &..... 2. POMRRRA IER OR SLR 8 3,236 97 
Disabied contributor Child DENEHIS. <6.) 5656 os ew veers ese 2,346 85 
Dyeabled wadowers pensions: s,s ee I as ee, 25 23 

251,653 160,060 


During the year 21,537 lump-sum payments of death benefits were made, 
compared with 18,900 in the previous year. 


The following schedule shows the administration expense charged to the 
Account during the year with respect to services provided to the Plan: 


Unem- Depart- 


Department Department Department ployment ment 
of National of National of Supply Insurance of 
Revenue -Health and and Commis- Insur- 
(Taxation ) Welfare Services sion ance Total 
DAIATICS h« cs fs. $ 6,488,000 $ 4,309,000 $ 1,136,000 $ 260,000 $ 76,000 $ 12,269,000 
Employee benefits. 1,076,000 626 , 000 140,000 38 , 000 — 1,880,000 
Accommodation... 956 , 000 480,000 80 , 000 28 , 000 = 1,544,000 
Office expense, 
stationery and 
equipment...... 495 ,000 162,000 843,000 79,000 — 1,579,000 
SravG lew! c! a's 461,000 288 , 000 5,000 — = 754,000 
Advertising....... 310,000 71,000 — — — 381,000 


O10 1S ae a a 339 , 000 403 , 000 273 , 000 66 , 000 19,000 1,100,000 


$ 10,125,000 $ 6,339,000 $ 2,477,000 $ 471,000 $ 95,000 $ 19,507,000 


Administration expense increased by $1,795,000 from $17,712,000 in 1969-70 to 
$19,507,000 in 1970-71, comprising increases of $1,516,000 for salaries and employee 
benefits, $267,000 for accommodation, $69,000 for office expense, stationery and 
equipment, $177,000 for other expenses, and decreases of $194,000 for travel and 
$40,000 for advertising. 


We have noted in previous Reports (paragraph 281 in 1970) that the Treasury 
Board has given to the Department of National. Health and Welfare, as the 
Department administering the Plan, the right to review and audit all charges made 
to the Canada Pension Plan Account by other departments and agencies. An 
interdepartmental committee, which was assigned the task of reviewing the manner 
in which costs were being allocated to the Plan by departments and agencies and of 
recommending the manner in which the audit of charges should be made, recom- 
mended that the audit be made by internal audit groups of the servicing depart- 
ments and agencies. We also reported last year that in September 1970 the Manage- 
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ment Review Directorate of the Department of National Health and Welfare was 
made responsible for ensuring that a proper audit 1s made of all administration 
expense charged to the Canada Pension Plan Account. 


During the year, the Directorate made an examination of the administration 
expense charged against the Plan in 1969-70 and the estimated charges for 1970-71. 
Their examination disclosed the following weaknesses: 

1. Statements of costs submitted by departments and agencies providing services to the Plan bore 


no evidence, in most cases, of having been audited by internal auditors, as recommended by 
the interdepartmental committee. 


2. The method of calculating administration expense charged to the Plan by the Department of 
National Revenue (Taxation) was inadequate. 


3. The Department of Supply and Services had made no comprehensive study of indirect costs 

being charged to the Plan. 

The Act restricts the investments of the Plan to securities of Canada or the 
provinces, or securities guaranteed by the provinces, which are not negotiable, 
transferable or assignable. The amount available for investment at each month-end 
is determined by deducting from the uninvested balance in the Account the estimat- 
ed amount required to meet all payments during the following three months. This 
amount is allocated monthly to the various provinces in the ratio that contributions 
originating in each province bear to the total of all contributions. Any balance not 
required for the purchase of securities offered by a province is to be invested in 
securities of Canada. The rate of interest on securities purchased for the Investment 
Fund is determined, at the time of purchase, by the average market yield of 
outstanding negotiable bonds of Canada which are twenty years or more from 
maturity. 


At March 31, 1971 securities of Canada and the provinces bearing interest at 
rates varving from 5.29% to 8.33% were held as follows: 


ORAL ep sicdene a metuagtes + emake < ck ES. Bre ea Oe: $ 2,062,407,000 
arg ts clei WG) 111s 18) Cae urcaniar ine wemeae Wem Heyl Gti, We ARE ay Ne gana. ICO ame Amen et ear cy Mate ger ogee OND ra 535, 852 , 000 
WMH EMS... Abt Prades Ae ee TRIAS Saha oct ba ee eee La 341,141,000 
Wianitoba &.. SUES RS FON, AAP OR, BRP RD TIES a ahs SERRE ee OS 217,816,000 
Saskatehewane. ..2VA0 fg M8 ASL LA, A SIR Sk. S58 ot A a A ee 174,690,000 
NaveiSeotian! AAG Sis . 30) BORREGO eE eM 142,736,000 
NGWIDrinewitks: Ste a Se PN, ee See, eee eee RS, A ee Oe eee 108, 805 , 000 
Newrovndiand 79) ¢Uexrt. en Be. eke eee be tee ed) Bes lee ay. Be 70,316,000 
Prince-Ldwariisland’.. v4 aa Hs eet. oes eee Bele ert ae 13, 859 , 000 
QuebeGs sidestd Te hadecr pa chertancch) canteen made ee Pe oe ooh en 12,882,000 
Canada 


baw sie «aaah S Mebane ere fe cergr ete no's ae fe aged. «tea es 6k eee be ALOE 20,821,000 


— 


$ 3,701, 275,000 


Judges and members of the Canadian Forces and the Royal Canadian Mounted 
Police employed in the Province of Quebec are excluded from participation in the 
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Quebec Pension Plan and have been brought under the Canada Pension Plan. As 
their employment is in the Province of Quebec, their contributions to the Canada 
Pension Plan, and those of their employer, have been allocated to that Province, 
which accounts for the investments in securities of the Province of Quebec. 


The financial statements of the Canada Pension Plan Account were not submit- 
ted to the Auditor General for certification. 


333. Canadian Government Elevators. The Canadian Government Elevators 
comprise six elevators located at Moose Jaw, Saskatoon, Calgary, Edmonton, Leth- 
bridge and Prince Rupert. To March 31, 1971 the Elevators were operated by the 
Board of Grain Commissioners for Canada under authority of section 166 of the 
Canada Grain Act, R.S., c. G-16, and Order in Council P.C. 1372 of August 19, 1925. 
As of April 1, 1971 the Elevators are operated by the Canadian Grain Commission 
under authority of section 12 of the Canada Grain Act, 1970-71-72, c.7, and Order in 
Council P.C. 1971-455 of March 9, 1971. The Minister of Agriculture is the responsi- 
ble Minister. 


The Crown’s equity in the Elevators at March 31, 1971 was $15,492,000 represent- 
ed by fixed assets, $14,214,000, and working capital, $1,278,000. 


The following 1s a summary of the results of operations for the past two years: 


Year ended March 31 


1971 1970 
Income— 

ECL Meee eal Ltd ae he, BOY. SAE A $ 1,130,000 $ 1,169,000 
BAA OI ia aA a NE oe os as che dle PS wh ah gg a, ein hn ee RY ego A 914,000 802 , 000 
CL et ere SO Re eS cin Rune GAUE Ae eet, SA 219,000 104, 000 
PENS Oe tes Pe as VPA Pee ree es Ce ae oe th ae eRe 66 , 000 505 , 000 
Screenings andisvwepliisieralie).0.c; sues $60) Cie oe ae ed AL ek ee 281,000 285 , 000 
C147 O pe Nt sere I eal alee Pa ele sean Meridia retin meas a Bee ithe Mtl) Wt ue 97 ,000 47,000 

2,707,000 2,912,000 

Expense— 

SUA TEMPE WO ON ek ot) Maes alts Beker iahe ies BE pee gk kk Ee os eu ol 1,336,000 1,274,000 
Riorploycomeneite: Ceres. bye. Asp) a aA. Dee cae te 224 , 000 246 , 000 
Grants anlieui of tax6ses ware. cee area wees. aoe ele dure ov lied 392,000 412,000 
PC ae ell, OW ET AG WALEED ga hint ona Hills 4 Oe te hk dads Sale 148,000 173,000 
PICA WINGER. LAI ee. ER eee, al. Oe ee ae Be ee ee 96 , 000 115,000 
(Sram shortages ont weigitovers. 7 GAT tt! A... 8hi2 4 Bday... ae 92 ,000 15,000 
Building and equipment repairs and maintenance..................0: 92,000 97 , 000 
PUSCIASEs DUSCIERTIINONE, 0)..552 8. 324 baddes chek te oe. hs RE oe ea ee 39 , 000 41,000 
L ICGUG IGS PIBCLTICOS 4 sahS . bustin oengite mre ie of ete ee et ats eee 2,000 2,000 
CUM R Pie Sep tlea ieee oR aes TR PAL Wg es ete OAL ah ne meta 69 , 000 103 , 000 


2,490, 000 2,478,000 


Operating profit without provision for depreciation. .................-. $ 217,000 $$ 434,000 
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Year ended March 31 


1971 1970 
Operating profit disposed of as follows— 
ARCOMNE 46's AS 2 lade PRT eo BR ey ME. AT yy Vs $ 2,707,000 $ 2,912,000 
Less Fixpense charged -againstginco mere aaele. an tees aru Ok see esi ees 37,000 — 
Amount transferred or to be transferred to the Receiver General...... 2,670,000 2,912,000 
Expense charged to— 
Agriculture Vote 20 (Vote 50:1 1969-70) 0.5 oe oe am ce ee ee 2, 245, 000 2,246 , 000 


Pessr SUOres BCQUITER TOPINVENUOLICS oe os oe tae cok ote ne ~ 18,000 16,000 
De LOU 2,230,000 

Appropriations of departments which provided certain major services 
without charge aoa. ee a en Lean oe, aT ee 226 , 000 248,000 
2,453 , 000 2,478,000 


$ 217,000 $$ 434,000 


Income from drying operations decreased by $439,000 as the 1970 crop did not 


require artificial drying. This was in part offset by increases of $112,000 in elevation | 


and $115,000 in cleaning revenue resulting from an increase of 10 million bushels in 


export shipments. Receipts of grain decreased from 22.2 million bushels in 1969-70 to | 


18.3 million bushels in 1970-71. 


The expense of $37,000 was charged against income as a result of an error in 
recording certain grain shortages, for which the Elevators were responsible, when 
these were deducted by the Canadian Wheat Board from payments to the Elevators 
for storage. As only the net payment from the Canadian Wheat Board was credited 
to revenue, the amount transferred or to be transferred to the Receiver General was 
understated by $37,000 and the net grain shortages of $92,000 were similarly under- 
stated when charged to Vote 25. 


A loss of $117,000 during the year by the Lethbridge elevator was the twenty- 
sixth consecutive annual loss, the accumulated losses totalling $1,453,000. 


334. Canadian Government Printing Bureau. The Printing Bureau, which is part 
of the Department of Supply and Services, operates the printing plant in Hull, Que., 
and small printing units across Canada. Its operations are financed by means of a 
revolving fund established by Vote L104b, Appropriation Act No. 1, 1969, 1968-69, 
c.23. The amount outstanding may not exceed $8 million. 


The Crown’s equity-in the Canadian Government Printing Bureau Revolving 
Fund at March 31, 1971 was $889,000 represented by inventories of work in process 
and printing metals and supplies of $1,895,000, offset in part by commercial accounts 
payable and accrued liabilities of $1,006,000. Equipment with a cost value of 
$8,025,000 was not included on the balance sheet of the Bureau at March 31, 1971. 
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The following is a summary of the results of operations for the past two years: 
Year ended March 31 


1971 1970 


ALCS BME. SEPP write x le he 3 BPA A « DEMS oY MS oo the ee $ 22,733,000 $ 20,916,000 
NS CO Re Mey Bea 6 a he cae sie BA A Salleh wad Dd i sabe 20,400,000 18,081,000 
PereenI@t ey DUCC Ass EMR Croc yee Sens Pe cee an te ee he tne 368 , 000 556 , 000 


Amninaseraulve Cxpenseake ge, &t st. 25s, ee Rhea ED. STR OA SG ae. 1,335,000 1,446,000 


22,103,000 20, 083 , 000 
Adjustments for revaluation of inventory of printing metals.......... — 386 , 000 


22,103,000 19,697,000 


an ROUEN IIO CA rca 5) tS PcG tte eos ans Bed Pe Ou ee $ 630,000 $ 1,219,000 


Operating costs do not include the value of accommodation and other services 
provided without charge by government departments or depreciation on equipment 
previously acquired from parliamentary appropriations and still in use. However, 
the full cost of equipment purchased during the year, $368,000, has been included. 
(See paragraph 56 of this Report.) 


335. Canadian Government Supply Service. This Service, a branch of the Depart- 
ment of Supply and Services, is financed by a revolving fund established by Vote 
L18e, Appropriation Act No. 4, 1966, 1966-67, c.6, for the purpose of acquiring and 
managing stores; for manufacturing, producing, processing or dealing in stores or 
materials; for the purchase and supply of repair services for office furniture and 
equipment; and for freight services. The purposes of the revolving fund were 
extended by Vote L13g, Appropriation Act No. 2, 1967, 1966-67, c.85, and Vote L22a, 
Appropriation Act No. 7, 1967, 1967-68, c.8, to include the procurement of insurance 
coverage at bulk rates on the movement of household effects and the financing of 
the travel accounts rendered by carriers for services arranged by the Central Travel 
Service. The amount that may be outstanding was increased to $20 million by 
Supply and Services Vote L147b, Appropriation Act No. 1, 1970, 1969-70, c.24. 

The Crown’s equity in the Canadian Government Supply Service Revolving 
Fund at March 31, 1971 was $2,262,000 represented by inventories, $5,990,000, and 
motor vehicles, $4,000, offset by accounts payable to commercial suppliers of 
$3,732,000. 


The following is a summary of the results of operations for the past two years: 
Year ended March 31 


1971 1970 


Disbursements for government departments and agencies on a recover- 
CMe Ree SE, OA a oe bias a ous aid vibe er ga Be Bs $ 14,281,000 $ 10,490,000 
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Year ended March 31 


1971 1970 
Supply operations for government departments and agencies— 
ALES s\ ss). by om Gc deed Pamals bane dare oat et Oe GUNS asl cry heya aaa a a Doe $ 18,329,000 $ 12,367,000 
ORE CAIG TN eALAIN Rete Se MUNIN oi Se ore dai a au eee Lees Pe 376 , 000 67,000 


18,705,000 12,434,000 


RAO tO RICS URE te ec A LEE ee ula ee CAS Boek a Oe fe es 15,321,000 10,916,000 
‘Warehousing andrdistribubione? G2: 29 4e Re esse eb ese yee teen cas 1,955,000 —~ 
HPAI Ges One, ee RR SS a ed bw ak ee be aoe eee 520,000 455,000 © 


Inventory shortages and obsolete materials....................... 52,000 — 
17,848, 000 11,371,000 
Fab aa t enein Matias xg eae: Aue ee icc oy acerac aie ane eee eee A ia eee eee 857 , 000 1,063,000 


Office equipment and furniture repair services for government depart- 
ments and agencies— 


Services [66s SCAR GC ee) os at es eae ei, he ak 1,776,000 1,526,000 
(2OBU. Ol BOL VICE fer ce Ra posta riee cs Bie erate ike Ba ee Wdaare atte eRe ED 1,763,000 1,527,000 
PESTLE ean AP ON oe Bes Aiea cee a tee ie net Aa abe les Ue 13,000 (1,000 ) 


Net Prone Or Clever Ok eek eee ote le eee Sake Dies Hoe oo Stee Oe $ 870,000 $ 1,062,000 


The increase of $3,791,000 in disbursements for government departments and 
agencies on a recoverable basis was due to the increased participation by depart- 
ments and agencies in the central travel and freight services arrangements. 


The increase of $5,962,000 in sales in the supply operations was due to an 
increased volume of business and to higher prices to cover certain warehousing and 
distribution costs which, in previous years, were charged to appropriations of the 
Department of Supply and Services. 


The net profit for the year of $870,000 has been retained in the Revolving Fund | 
pursuant to the authority contained in Treasury Board Minute No. 696859 of April | 


23, 1970 to “carry forward to future years any operating surpluses up to a maximum 
amount equivalent to the total amount of the two best years’ surpluses achieved 
during the previous five years’. The previous year’s net profit of $1,062,000 was 
transferred from the Fund as revenue of the Department of Supply and Services. 


Costs not charged to the Revolving Fund include certain administrative costs 
applicable to all services financed through the Fund;.depreciation on certain 


equipment; management, procurement, accounting and computer services costs | 


relating to the supply operations; and the value of accommodation and other 


services provided without charge by government departments. These costs are | 


estimated by the Department at $4,200,000. 


336. Computer Services Bureau. This Bureau, a branch of the Department of | 
Supply and Services, provides data processing and related services to government 
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departments and agencies. It is financed by a working capital advance account that 
was authorized by Vote L99e, Appropriation Act No. 4, 1966, 1966-67, c.6. The 
amount outstanding 1s not to exceed $2 million. 


The Bureau had a deficit of $699,000 at April 1, 1970 and suffered an operating 
loss of $912,000 for the year. During the year, however, Supply and Services Vote 
10a, Appropriation Act No. 4, 1970, 1970-71-72, c.4, reimbursed the Bureau in the 
amount of $1,242,000 for 1ts accumulated loss to September 30, 1970. A further deficit 
of $369,000 was incurred in the six-month period ended March 31, 1971. At that date 
the Crown’s equity in the Bureau was $133,000 comprising: capital assets, $154,000; 
inventories, $35,000; accounts receivable from outsiders, $10,000; and accounts 
payable to outside suppliers, $66,000. 


A summary of the results of operations for the past two years follows: 


Year ended March 31 


1971 1970 
Income— ; 
Peee and rental=—DUrealicompurer vin + acdsnnuiee tteeadersin tates wale $ 1,516,000 §$ 1,867,000 
Fees and rental—Outside computers. .........0.0...0 00 ccc eens 3,196,000 3,391,000 
Peerr sna eervaces: . 4. TIP ee CE ee... Bas oe PRA. 367 , 000 264 , 000 
poate ORs Ge ee ee om en tS eae eS ban oe Oss ona awn d oe 19,000 35,000 
5,098 , 000 5,557, 000 
Expense— . 
emir OF DUTEAIT COMPULEE 0. doy ann Pec cr oe tae he kl Oats Mattes ee eee 1,269,000 1,046,000 
Premiaies Olliside Complitersy . ks Pe ah A WO POY ee RG 3,115,000 3,347,000 
Salariesand employes. benehts ..0.3).. is dos a lnas bw eae dipha tne «2 1,030,000 937 , 000 
Orbe TA BET VOCS IO Ty oss gas deh So Fin va epee 4 ele bie Fes HAR Sova 165,000 59 , 000 
Dt Alora Pati SUN DLC Peet es Pe ete ad Poe cae 6 Se eis oh 108 , 000 112,000 
Interest on advances........... bP eth PRO Ea ks oe hy id ere a 96 , 000 43,000 
PC COTA ces IW ee OR i a Ee Re da Rd be ee 86 , 000 83,000 
PCE eee ee er ets en Sis eG Ee ihocnid ee ate ecsiet ewe eetcare, Oe 141,000 104, 000 
6,010,000 5,731,000 
DED aye 5 OSI eerie mals les ag Caterina ne caer ae teabe sh eer ipil tes ara SMR tes, ST $ 912,000 $ £174,000 


We were informed that during 1970-71, in order to meet intense competition 
from the private sector, the Bureau reduced its scale of fees and rental charges and 
improved the quality of its services by the addition of seven employees (99 at March 
31, 1971) and by a wider use of professional advice. The Bureau also rented and 
installed a number of remote terminals and additional equipment for the electronic 
storage of information. However, a series of intermittent failures were suffered 
during the year which resulted in a number of government departments making use 
of other computers. The foregoing factors resulted in an increase in costs accom- 
panied by a decrease in revenue. 
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337. Defence Production Revolving Fund. Section 15 of the Defence Production 
Act, R.S., c. D-2, established the Defence Production Revolving Fund for the 
purpose of acquiring, storing, maintaining and transporting stocks of materials or 
defence supplies, and providing working capital loans and advances to persons 
engaged in defence work. The Fund is now operated by the Department of Supply 
and Services. The amount outstanding may not exceed $100 million, a limit which 
has not been approached in recent years. 


The Crown’s equity in the Fund at March 31, 1971 was $36,260,000 consisting 
mainly of working capital loans and progress payments to suppliers. 


The Fund’s operations for the past two years are summarized as follows: 
Year ended March 31 


1971 1970 


LATELEST CORTE BRO EIe Fohi we es Oh ec rate een acs SS ay BUSA ta $ 1,340,000 $ 869 , 000 
Profit (loss) on disposal of strategic materials....................... 12,000 (104,000 ) 
1,352,000 765 , 000 
Adjustment for decline in value and shortage of inventory............ — 5, 703,000 
INGEUDFOtE. (LOSS 1 EOE NG: fy OAT Xe aitae yg i cll G Ghinne™ wie Caan AN te Ae weep eRe, $ 1,352,000 $ (4,938,000) 
Profit transferred from the Revolving Fund as revenue............... $ 1,352,000 §$ 869 , 000 
Loss provided for by: 
Supply and Services Vote 6b of 1969-70.....................000005 — (5,703,000 ) 
Supplyeand ServicessV ote.5¢ of 1970-7bee a:5) «6 ees) Semana ld  aReas — (104, 000 ) 


$ 1,352,000 $ (4,938,000) 


338. Dominion Bureau of Statistics Revolving Fund. Industry, Trade and Com- 
merce Vote L82b of Appropriation Act No. 1, 1969, 1968-69, c.23, authorizes the 
operation of a revolving fund for the purpose of financing the cost of special 
statistical services performed by the Dominion Bureau of Statistics (now Statistics 
Canada) at the request of government departments and agencies, and others. The 
amount outstanding may not exceed $250,000. The Vote wording provides that the 
Fund is to be credited with “such portion as may be determined by the Treasury 
Board of the amounts received in payment for such services’’. Although the Trea- 
sury Board has not formally determined the portion of the revenue to be credited to 
the Fund, the entire revenue for the year was credited thereto. 


The Crown had no equity in the Fund at March 31, 1971. 


A summary of the results of operations for the year ended March 31, 1971, the 
first year of operation, follows: 


Income— 
Charges for special statistical services performed for government departments and agen- 
cies, arid othéten: ..weewicad - gia Ge SPOOR Be - LOO eee $ 1,306,000 
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Expense— 

Be ee rE Re ee Be eae 2, FeO “ond eo aig oka fndre AG Mies a hh wen A is fo os, 6 $ 952,000 
Teel AU CINOY Gian Ge ite Vain Ree ee ee Cees Pare eee Hi TS Ee TOE E 116,000 
Pee oe CONCEP CA eka a ee Ree EA opine Fioewct hn, sgl dles. a wave oh wo Kw wteeeew Bea 102,000 
LEE OOO SIG GSO eal abe 8 tees ls WON re RS aN el ge PE oe gin SO as Ce eee Oa Seay A ae 50, 000 
MTC igi Ce UN MERCION PAINS 08. 5 ins PRE he Oia os cn BCS Od §-O Pee SAS cin RE abe wh hers had 26 , 000 
HATES SATO 0) ©) ATES eee Rad tb Sete aM, aaa ie heal na. it ieee maaan weal, ARN ett 2 Or 4 ee 23 , 000 
EELEARV Cae SME eae, PAE OPERA EY HR RED ate he PAO Gees Rhames na pula gi «Sty eae veel 21,000 
ae Caer ee ee A eS Nc PARI, PED, ih GAO. ce tes coda Gude hs. Model A tee bho 6 aka 10,000 
FRCS OST CSO) art oe eek ee abe lh i as Re teal Becca a «eM aah i Ny Ak Ree 2,000 
Ol ee mn at Sa RO ee cir ee cae ee RO ine Co Ree oh Pate a ee 3,000 

1,305,000 


Net income for the year transferred from the Revolving Fund as revenue............... $ 1,000 


339. Fisheries Prices Support Board. This Board, consisting of not more than s1x 
members appointed by the Governor in Council, was established under the Fisheries 
Prices Support Act, R.S., c. F-23. The Board is responsible for investigating and, 
where appropriate, recommending action to support the prices of fisheries products, 
in an endeavour to secure a fair relationship between the returns from fisheries and 
those from other occupations. Support measures take the form of the purchase of a 
fisheries product by the Board at a prescribed price or the payment to a producer of 
the difference between a prescribed price and a lower average price at which a 
product is sold during a specified period. The Act requires that an account called the 
Fisheries Prices Support Account be maintained to which shall be charged all 
expenditures other than administrative costs, which are met out of moneys appro- 
priated by Parliament for the purpose, and to which shall be credited the proceeds 
of sales of fisheries products. The Act also provides that the net operating profit in 
each fiscal year shall be deposited in the Consolidated Revenue Fund as revenue, 
and that the net operating loss in any fiscal year may be recouped from moneys 
appropriated by Parliament for the purpose. 

The Crown’s equity in the Account at March 31, 1971 was $84,300 represented by 
an inventory of queen crab. 

A summary of the results of operations for the past two years follows: 

Year ended March 31 


1971 1970 
Trading operations— 
alee we ae Ser Lea hth. aie ee Aero we, Ber ree ek ote $ 885,000 $ 5,178,000 
COG Salest hi My oy oticboces tao ti oy Oe PO reas LON), 880, 100 5,192,000 
Profit (less) OOM Tad’ ODCLAtLONS we sue i oye ¢ gace de ORE ete es 4,900 (14,000 ) 


— by commodities, 1970-71 — 
Cost of Profit 


Sales sales (loss ) 
Cannetlawackerel O42. BILOBA. .o! $ 414,000 $ 409,000 $ 5,000 
Cucenetr ab 750 cet: haa boosted lan 7,800 7,900 (100 ) 
Lake Erie yellow perch.............. 463 , 200 463 , 200 — 


$ 885,000 $ 880,100 $ 4,900 
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Year ended March 31 


1971 1970 
Deficiency payments— at) 

SO CUETs GC0%s Dieaeahg a ame eh Meanie ine OREO Paciolan Ra anithinde Alice hd ae Bled or ths 2 .$ 23,000 $ 1,073,000 
Loss Tomehe years ese (OUP eee ey Ce Slee eee ee OBE $ 18,100 $ 1,087,000 
Loss not provided for, to be recovered from future parliamentary appropria- 

il) Nes AE I Rie oR ae 7 NAO ROEM SEO BET RE eater $ 18,100 § see 
Loss provided for by Fisheries and Forestry Vote 15b of 1969-70.......... — 1,087 , 000 


$ 18,100 $ 1,087,000 


The financial statements of the Board were not submitted to the Auditor 
General for certification. 


340. Government Telephone Account. Finance Vote L20 of Appropriation Act 
No. 1, 1963, 1963, c.1, authorized the establishment of a special account in the 
Consolidated Revenue Fund to be known as the Government Telephone Account 
for the purpose of financing the government telephone service. The amount to be 
outstanding at any one time in the Account may not exceed $1 million. The Account 
is subject to the regulations covering the operation of revolving funds contained in 
Treasury Board Circular No. 1970-7 of January 8, 1970. 


The Crown had no equity in the Account at March 31, 1971 as the balance of 
$497 000 represented undistributed costs of telephone services recoverable from user 
departments. 


A summary of the transactions in the Account for the past two years follows: 
Year ended March 31 


1971 1970 


Unbilled ‘charges at. pevinning of years. ov 1 ogee sos. (eee ead. cub $ 111,000 $ 288,000 
Operating costs— 

‘LPI ORONE COMBDAILY ULLLD RS? «oaths atew oO haae ve te aes cee ote er es 7,322,000 5,474,000 

Salaries and wages of government telephone operators............... 455,000 236 , 000 

7,888 , 000 5,993 , 000 

Less: Charges recovered from government departments............... 7,391,000 5, 882,000 


tnilled chargedtatiend: Of Vear dog 4440 uaa Anois a uA ssn 6 oe a ene $ 497,000 $ 111,000 


Financial statements prepared by the Department of Communications are 
reproduced in the Public Accounts under the heading Government Telephone 
Working Capital Advance. These statements do not meet Treasury Board require- 
ments because they reflect only cash receipts and payments and do not show any 
accounts payable, accounts receivable from departments of government, or other 
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accruals. Furthermore, there has been no analysis of the balance in the Account 
($497,000 at March 31, 1971) for a number of years. An immediate determination of 
the items making up this balance is required. 


341. Information Canada—publishing activities. On April 23, 1970 the Minister of 
Supply and Services, pursuant to the provisions of Supply and Services Vote 25, 
Appropriation Act No. 3, 1970, 1969-70, c.46, assigned to Information Canada the 
publishing functions of the Department of Supply and Services. These include the 
acquisition and provision of printing and publishing services for departments; the 
purchase, publication, distribution and sale of publications to the public through the 
retail distribution system and bookstores associated therewith; as well as the organi- 
zation, management and administration of a consolidated information service. 


A summary of expenditure and revenue for the year together with comparable 
figures for the previous year follows: 
Year ended March 31 


1971 1970 
Expenditure— 
Printing and binding of publications for sale and for free distribution. ..$ 1,849,000 $ 1,868,000 
Administration, publishing and distribution.....................0005 1,295,000 2,106,000 
3,144,000 3,974,000 
Revenue— 
Sales of documents and publications.................... ey cine a ere 2,870,000 2,732,000 
Base te eee te i neh st a eee 7 Rte ne ea CaS a ero oh ie cere 33 , 000 65 , 000 
ame Mrtt OUNET EOC DAT CHG sod a iat hac fod hick CL ea AN 3,000 39,000 
2,906 , 000 2, 832,000 
Exeess of expenditure over Tevenues . bcm gre awers + ee a. seb imh sada ts. $ 238,000 $ 1,142,000 
Excess of expenditure over revenue provided for by— 
Supply and Services Vote 25 (Vote 20 in 1969-70)................... $ 3,144,000 $ 3,974,000 


Less: Sales proceeds credited to revenue. ..........0.. 0. cee ceed ee ean 2,906 , 000 2, 832,000 


$ 238,000 $ 1,142,000 


In the previous year the cost of printing and binding of publications for free 
distribution was $216,000. In 1970-71 these costs were not divided between publica- 
tions for sale and publications for free distribution. 


The summary does not include the cost of major services provided without 
charge by other government departments as no estimate of the cost of such services 
for the publishing activities was made by Information Canada for 1970-71. The most 
recent estimate was for the year 1968-69 when the services were valued at $1,756,000. 


The sales operation is handled by a mail order office in Hull, Que., six 
bookshops located in the larger Canadian cities, and a bulk publications stores 
warehouse located in Hull which supplies the sales outlets. 
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Sales of publications during the year totalled $2,870,000 but, because the cost of 
printing and binding of publications is not divided between publications sold and 
publications distributed free, it 1s not possible to state what part of the cost of 
$1,849,000 is applicable to the publications sold. Furthermore, because the inventory 
records are not complete, it is not possible to relate cost of sales to sales. In previous 
years (paragraph 291 of our 1970 Report) we reported the lack of adequate control 
over stocks of publications held for sale. This condition continues to exist. 


Over the years a number of studies have been made of the printing and 
publishing activities of the Government, the most recent being completed in 1971. In 
its August 1971 report the Working Group on Publishing made up of government, 
industry and university consultants recommended that an inventory of publications 
be taken at once and kept up-to-date. The Working Group also stated that the 
recommendation contained in the June 1970 report of the Bureau of Management 
Consulting of the Department of Supply and Services concerning the development 
of inventory reporting systems to give total physical and financial control of the 
inventory should be implemented. 


The inventory was reduced during the year by scrapping obsolete stocks of 
publications having a retail value of $435,000. It appears that the matter of 
inventory control may have been neglected during 1970-71 as the Working Group on 
Publishing recommended in August 1971 “‘... that an inventory be taken at once 
and a condemnation board be convened as soon as possible to dispose of obsolete 
publications or those surplus to requirements.” 


The cost of providing publishing and distribution services for government 
departments and agencies was not recovered. 


No annual financial statements are prepared by Information Canada with 
respect to these publishing activities. 


342. National Film Board. This Board, consisting of the Government Film 


Commissioner as Chairman and eight other members appointed by the Governor in | 


Council, operates under the National Film Act, R.S., c. N-7. Its purposes are to 
initiate and promote the production and distribution of films in the national 
interest. With the exception of expenditure on equipment acquired for its own use, 
which has been charged to Secretary of State Vote 80, all expenditures of the Board 
are charged to the National Film Board Operating Account, including the cost of 
capital equipment acquired for the Canadian Government Photo Centre in Ottawa, 
as authorized by Vote L30, Appropriation Act No. 5, 1963, 1963, c.42 (see also 


paragraphs 56 and 252 of this Report). The Account is credited with all moneys | 


received from operations of the Board, including the sale and rental of films and 
other visual materials; amounts provided by Secretary of State Vote 80, for program 
expenditures; and amounts transferred from appropriations of other government 
departments in respect of work undertaken for them. 
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The equity of the Crown in the Board at March 31, 1971 was $3,045,000 
comprising capital equipment with a net book value of $2,984,000, including $137,000 
for equipment of the Canadian Government Photo Centre, and working capital of 


$61,000. 


The following is a summary of expense and income for the past two years: 


Year ended March 31 


$ 13,625,000 


1971 1970 
Expense— 
Production of films and other visual materials for: 
AIO Ae SOUL Gee Bee et sence a ear bcc aie tabe eats © $ 5,903,000 $ 5,132,000 
Coverniment departments And GUlers..4.. 0... «% o> sagngys $s ae a 3,976,000 4,219,000 
9,879,000 9,351,000 
Wictrioiiontotiinest » BAL eta. 5. Rare, he ee 2 3, 843, 000 4,191,000 
Estimated value of major services provided without charge by govern- 
ment departments: 
PX CLOMIMIOU AUIOM cys Ges ok OM EE es OL ee Oe nme ae, 1,940,000 1,401,000 
PUI OLO Vee CNC UI SN Rar tr ory ie, 2h A uae en Nee sere ata es ae et 1,184,000 1,439,000 
Accounting and cheque issue service. .........0. 0.0 e ee eee ee eee 143 , 000 110,000 
@arrvineesh iranked mall a. verse 3 . eee eer ts, Pre corey Ltr ees. 5 12,000 12,000 
3,279,000 2,962,000 
Hxecutiverand administrative services... ¢ 2088. .... chee. ORL. ak 1,995,000 1,956 , 000 
Provision for retroactive salary and wage increases................ 312,000 es 
DEDLECIVIOl OR COUIEOON, fotas sc vores a ads 6 68s 6 geek alk ae eae Y 392,000 348 , 000 
HP chnequcr Courmaward re re loss. fr. asco tcl ute eek a et es 90 , 000 — 
19,790,000 18, 808, 000 
Income— 
Salesol mime anc ohertvisual materials ® .o°004 kt. . Wiese ee a ws 5,109,000 4,577,000 
Peas And MON les ewe ais anh cd ea annie oe bn Se Me hd Aa we ae 1,012,000 906 , 000 
Niievellanecuiciiaeae eat To rere, oe Ce PEA DOOR REC 39 , 000 82,000 
Canadian Government Photo Centre—excess of income over expense 5,000 59 , 000 
6, 165,000 5,624,000 
EN OUEEX DCTS... ERIS fi kio nO sla G vals sg 02 Ue daesh ewan daa AOR! $ 13,625,000 $ 13,184,000 
Portion of net expense provided for by— 
Secretary of State Vote 80 (Vote 55 in 1969-70)................0.. $ 9,454,000 $$ 9,426,000 
HCAS ii als Out CM ViGLOa are Wah as a, a Clea, wily ae apd aban eeMe 114,000 465 , 000 
Hxehequer, Court award re fire losSigostasaeies .apgasheos, SL - 90, 000 — 
9,658 , 000 9,891,000 
Less: Aimountirefundable, ........ daemons but ae? git. aris. § 16,000 17,000 
9,642,000 9,874,000 
‘Government departments which provided major services without 
Career. I. Wo oS Gk Wis ns, 9 OTE ee ee ern 1S wae 3,279,000 2,962,000 
DEpES CIA HOD IIe aawb-nst beurre ey dnp idiodh Wa aeh Piaree ade hice «> 392 , 000 348 , 000 
13,313,000 13, 184,000 
Portion of net expense to be recovered in 1971-72 from the Treasury 
Board ‘Reserve for salary revisions, «....q@hweet Eadlioen te ce tietiis: 312,000 = 
$ 13,184,000 


( 
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The increase of $771,000 for production of films and other visual materials for 
the Board relates mainly to fees paid to performers, researchers, writers, etc. The 
estimated value of major services provided without charge has not been allocated to 
the several activities of the Board because the Board does not wish to do this until it 
is required to pay for these services. The Exchequer Court award re fire loss, $90,000, 
is in respect of the settlement of damage claims arising from the destruction by fire 
of a warehouse used for the storage of films, which was referred to on page 237 of our 
1968 Report. 


The number of employees on strength decreased by 23 from 987 at the previous 
year-end to 964 at March 31, 1971. 


343. Passport Office. Vote L22b of Appropriation Act No. 1, 1969, 1968-69, c.23, 
authorizes a revolving fund for the purpose of operating the central and regional 
passport offices. The vote wording provides that “the amount outstanding at any 
one time under this authority [is] not to exceed $100,000”’. 


The Crown’s equity in the Passport Office Revolving Fund at March 31, 1971 
was $232,000 represented by equipment financed from parliamentary appropriations 
or from operating surplus. 


The following 1s a summary of the results of operations for the past two years: 


Year ended March 31 


1971 1970 

Income— 
PNROMCEALTVOC, | MMMM Phe oi oa ce eieted 8 SLC Oo 08 Ge bk Wott. a wd hehe 6 pee $ 3,971,000 $ 4,403,000 

Expense— 
Malatiosaid enmpioyee Venents 6) lr. 6 i Petula eek A Mae. t 1,863,000 1,579,000 
PassportmaterialstaridiMapplication TOrms. .. a5 vs le<y aha eos ea ace 266 , 000 310,000 
OTIC A CEI Ren ere i) chek ee etl bea dolla hg Une ele act Qe gle. eed eRe eg 219,000 128,000 
Passport Operationssat, posts abroad. oo. a case es be acdo ob bene anda ¥> 176,000 163 , 000 
Postaleervices and postage acagel. soy dot Aires. + ahoigh a kehemar. 149 , 000 214,000 
Telephones and deleorams .. 64-5 Beek ook seks sca ca aus ce BR ee ee 104, 000 88 , 000 
Professional and’ special sehviCes.. oc naces sone avs home) aie ate ela 79,000 98 , 000 
ities Stationery: Bina SUPPLIES: |... ButaN ene 6 ve eek oo dae alee aha OS 43,000 55,000 
Provision for replacement of capital assets............. 0.00000 ee eee 36 , 000 20 , 000 
jWSNASTENE Un (elle entra 9 aaree omertvingl Um mmnmemrains Ul | tena Ty JUTE melee wer eta Re ara my das. 30,000 34,000 
ipaveltand temoyarerye. 21 oo) JPA oa eae eR Va BO eee ee 23,000 56,000 
Repairs and replacements of office furniture and equipment.......... 17,000 26 , 000 
OAS ie MORO OTN 3, TICS AETOME ERE Tg CUNEO Soe OME EARN Raney aa Saree ar 17,000 4,000 
3,022,000 2,775,000 
(Increase) decrease in inventory of passports in process............... (3,000 ) 66 , 000 
3,019,000 2,841,000 
(Operating syirplg sc idee « occ eck REA ee EE ie ee eee ee), Or 952 , 000 1,562,000 
Less: Amount retained for acquisition of capital assets................ — 166, 000 


Surplus for the year transferred from the Revolving Fund as revenue....$ 952,000 $ 1,396,000 


DEPARTMENTAL OPERATING ACTIVITIES 295 


The decrease in income of $432,000 resulted from a decline in the demand for 
passports. 


The increase of $284,000 in salaries and employee benefits was due chiefly to the 
reclassification of positions and the staffing of three regional passport offices.The 
increase of $91,000 in accommodation expense was due to a full year’s rental being 
paid in 1970-71 in respect of the regional passport offices whereas the premises had 
been rented for only part of 1969-70. The decrease of $65,000 in postal services and 
postage costs was due partly to the drop in volume of passports issued and partly to 
the fact that passports are now issued on an over-the-counter basis at regional 
offices. The decrease of $44,000 in passport materials expense resulted from there 
being no expenditure in 1970-71 comparable to the expenditure in 1969-70 made in 
respect of the new passport application form. The decrease of $33,000 in travel and 
removal expense resulted mainly from there being no large expenditures in 1970-71 
comparable to those in 1969-70 for the transfer and training of regional office 
personnel. 


Vote L22b of Appropriation Act No. 1, 1969, provides that the Fund is to be 
credited with “such portion as may be determined by the Treasury Board of the 
revenue derived from passport services”. Although the Treasury Board has not 
formally determined the portion of the revenue to be credited to the Fund, the 
entire revenue from passport services during the year was credited thereto. 


344. Post Office. The Post Office operates under authority of the Post Office 
Act, R.S., c. P-14, which provides that the Postmaster General shall administer, 
superintend and manage the Canada Post Office. 


The following is a summary of the results of operations for the past two years as 
recorded by the Post Office in the Public Accounts: 


Year ended March 31 


1971 1970 


SRST UNE CUO esprit une ss Via ok ae oes ORES. Colca a ay ehig curd $ 418,179,000 $ 430,378,000 
ess ci xpenses paidiiem reveriue,), BVA PA). OLA. TLS 559, 106 , 000 52, 232,000 
Revenue from financial and miscellaneous services credited to 
GRETA kc. G8 ee Ral nS Ae 50m Maia eI a ae eek Ie SE 25,502 , 000 23 , 393 , 000 
80 , 608 , O00 75 ,625 , 000 
Pee LUE Tey CUE nets ares is VE ct REN Pak uw ewan 337,571,000 354, 753,000 
Other revenue— 
Bye ULI MAS setae eh ey als We ead nae vale Welded IG ite eee 97 , 000 263 , 000 
Estimated: 
Value of mail and other services provided without charge to other 
povernment departments 7.6)2 0499915. owe C1h Oto: s 11,643,000 10 , 225,000 
Interest.on Money Order Accounts. os. fepek os > Bek cer ees 2,729,000 2, 842,000 
Interest on funds in Savings Bank Account................... 263 , 000 362 , 000 
14,732,000 13,692,000 


352 , 303 , 000 368 , 445 , 000 
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Year ended March 31 


1971 1970 

Expenditure from parliamentary appropriations— Tine pest 
Nair processing Ae7 ou meer etek oe ee rote etn. at en ia ere yee $ 147,013,000 §¢ 130,511,000 
Mail delivery tics? . eXeRet et TE. Sok ee Ce eS. aed 130,782,000 120,294 ,000 
AVIS TEES PCr LA CIOM us earns ae eh tr te eee ene ee Oe ee, 59,472,000 62,177,000 
WieKet Services: S08. ce eans ca See LEE ee as cbt Pehe: Gotan Nhe 29,904, 000 30,111,000 
A CIN ISUPSUION . Wee s CFE Ch. Se ee. cs ee th SOL TRAY Meo? a, Sana 26 , 927,000 20,816,000 
Interest on Savings Bank accounts—Department of Finance...... — 103 , 000 


394 ,098 , 000 364,012,000 
Less: Revenue from financial and miscellaneous services credited to 
OR DOICLEUTOR . Me 5 yatta hoe RO tie ee ogy Me ed Ba al ics eich 25,502,000 23,393,000 


368 , 596 , 000 340,619,000 
Estimated value of major services provided without charge by other 
government departments— 


FA CCONMMOUN LION. oho.) ee tie ee ee ek wees ee aA Bee 40, 966 ,000 36 , 738 , 000 

Contributions to: 
Public Service Superannuation Account.................00005 33 , 996 , 000 28,876 , 000 
Canada Pension Plan and Quebec Pension Plan............... 4,868 , 000 4,366,000 
Employee group surgical-medical insurance................... 2,078,000 1,297,000 
Accounting and cheque Issue SEFVICES « é:sq us 2% suk eoerue > ee Hee 4 765 , 000 765 , 000 
LGMmpPloy eS. COMMPCHSATION, Cott ae cM Me et ones Pe ate ee 417,000 433 , 000 
83,090,000 72,475,000 


Provision for retroactive salary increases for 1970-71.............. 1,209 , 000 8, 298 , 000 


452,895 , 000 421,392,000 


IN Gt ODOBA LITO RUCICT cai Ree ike, OR nal a MN cS $ 100,592,000 §$ 52,947,000 


The decrease in gross postal revenue is attributed by the Post Office to the 
business lost as a result of the prolonged series of rotating strikes. 

The $28 million increase in expenditure from parliamentary appropriations was 
due to increases of $30 million in salaries and allowances, $2 million in materials and 
supplies, $1 million in acquisition of equipment, less a $5 million decrease in mail 
conveyance costs. 

In summarizing its operations the Post Office includes the following items as 
revenue although the Department of Finance, which benefits from the large bal- 
ances in the Money Order Account and the Savings Bank Account, does not record 
corresponding expenditures: 


Interest on. VoneyOrderrA coount: at. 70, os ok iui code ei vies ees aSaun ios Swe. $ 2,729,00U 
Interest on funds in Savings Bank Account at. 7%.........0....02000- Gite Le ee 263 , 000 


AGOItIONAl TEVONIE FECORCEC S305 se oie ey meas tne Ate a ge i na) es ae cae $ 2,992,000 


As stated in previous Reports (paragraph 290 in 1970) it is improper for a 
department to take unilateral action in such circumstances, and if the Post Office 1s 
to receive credit for the value of the balances held in these two Accounts, the 
Department of Finance must give recognition to these additional costs. 

In our Reports for the past two years (paragraph 135 in 1970) we have suggested 
that consideration be given to the elimination of the statutory free carriage of first 
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class mail in order that the Post Office receive proper credit for all the service it 
provides and that departmental costs include all mailing costs. An amendment to 
the Act, 1970-71-72, c.53, which was assented to on June 30, 1971, now provides that, 
with effect from April i, 1972 


Mailable matter sent to or by any department of the Government of Canada is subject to 
Canada postage in accordance with such regulations as are made in that respect by the 
Governor in Council. 


Thus from April 1, 1972 the Post Office is to be paid for all mail service it provides 
to government departments. However, the Post Office is still required to provide 
mail service without payment to the Speaker and Clerk of the Senate, the Speaker 
and Clerk of the House of Commons, Members of the Senate and of the House of 
Commons, the Parliamentary Librarian and the Associate Parliamentary Librarian. 


Paragraphs 158 to 160 of this Report deal with several matters noted in the 
course of our examination of the Post Office. 


The financial statements of the Post Office were not submitted to the Auditor 
General for certification. 


345. Race Track Supervision Revolving Fund. Agriculture Vote L1b, Appropria- 
tion Act No. 1, 1970, 1969-70, c.24, authorized the operation of a revolving fund for 
the purpose of providing race track supervision in Canada, to which shall be charged 
all administration expenses of such supervision and to which shall be credited all 
moneys received through the pari-mutue! levy under section 188 of the Criminal 
Code, R.S., c. C-34. The amount outstanding may not exceed $200,000. There was no 
amount outstanding at March 31, 1971. 


The following is a summary of the results of operations for the year ended 
March 31, 1971: 


Income— 
Levy of one-half of one percent of pari-mutuel bets at race tracks................... $ 2,841,000 
ORC G eke Fos Rice hm. SER eo aia Mord Wis Gs Biel atid bine Ha aes ce a hae eek 6, g ee ee een 41,000 
2,882,000 
Expense— 
ape Surveillance yh. cok? fh. PEL Oe AD teh ee 2 Be Pt Read) ee ee eo oe 1,878,000 
| 2A Nip soe CUA UY SY CE WO gs SHC.) ea emt aoa ht ane a es ee A ATE NE ae mS PON 1 EL peta Oo 805 , 000 
A diiinistrationy.; Be IAstC...3 Ae ee, oO, eR, OP ng re es 183 , 000 
2, 866 , 000 
Profit for the year transferred from the Revolving Fund as revenue.................... $ 16, 000 


346. Unemployment Insurance Fund. The Unemployment Insurance Act, B.S., c. 
U-2, which provides for insurance against unemployment, is administered by the 
Unemployment Insurance Commission consisting of three commissioners appointed 
by the Governor in Council. 
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The Act established the Unemployment Insurance Fund as a special account in 
the Consolidated Revenue Fund to which all contributions from insured employees 
and their employers, and the Federal Government contributions equivalent to 
one-fifth of the total employer-employee contributions, together with interest on 
investments, are credited, and to which benefit payments are charged. 


Financial statements showing the operations of the Fund during the fiscal year 
and the state of the Fund at the end of the year are prepared annually by the 
Commission. In previous Reports attention has been drawn to the fact that the Act 
did not require that these financial statements be audited. Notwithstanding this, 
since 1962 the Commission, by agreement, has submitted its financial statements to 
the Auditor General for examination, and the statements tor the year ended March 
31, 1971, together with our report thereon to the Minister of Labour, are reproduced 
in the Public Accounts, Volume II, pages 12.8 to 12.10. Commencing with the year 
ending March 31, 1972, the accounts and financial transactions of the Unemploy- 
ment Insurance Commission are to be audited annually by the Auditor General 
pursuant to section 15 of the Unemployment Insurance Act, 1971, 1970-71-72, c.48. 


The following is a summary of transactions for the past two years, together with 
the year-end balances at the credit of the Fund: 
Year ended March 31 


1971 1970 
Receipts— 

Contributions from employers and employees................... $ 495,199,000 $ 491,783,000 

SOME Die TPO CARR ee ce hs ha cacy a Va es ae 99 ,039 , 000 98 , 357 , 000 

PMEOME IFODT IN VEStIENUS. se hoy oo ee ee ee tia ce an, eerie 29,177,000 27,556, 000 

Penalties #. & 76125207. Ue. SP eee ee ee ae 199,000 164,000 

623,614,000 617,860,000 
Disbursements— 

Berea paviments . iat caat wentanien aedeagus vena’. eee 758,119,000 542,058 , 000 
Excess of disbursements .over. receipts: Pel) 72. oe Pee en, 134, 505 , 000 (75 , 802 , 000 ) 
Balance at beginning. of years aan da au. bear deepinis Me: 1 te 458, 142,000 382 , 340,000 
Aco ah ene. Your sy, cee at re eee an See rte eit ee $ 323,637,000 $ 458,142,000 


For the first time since 1963 disbursements from the Fund exceeded receipts. 
This was caused by a higher level of unemployment during the year. Benefit 
payments increased $216 million (40%) from $542 million in 1969-70 to $758 million 
in 1970-71. The following comparisons show the effects of the higher unemployment 
level: 

Year ended March 31 


1971 1970 
AarOra ce WOGKIT TOU GIIT: DOM oi ident partial atte allel oc cacti Ne Dat abel eae $ 35.46 $ 33.36 
amine ol wiitial Calle BOWE «5 bce oO cu eo aus ee ae ae ae 1,374,979 1,185,979 
Average monthly percentage of the insured population drawing benefits. . (hts ei 5.8% 


Average numberof benefit: weeks paid, . 4 cca leradacete od 2254.08 14.4 14.7 
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The costs of administration of the Unemployment Insurance Commission, 
including those relating to the control and supervision of the Annuities Branch 
which was transferred from the Department of Labour to the Unemployment 
Insurance Commission effective April 1, 1970, are met by parliamentary appropria- 
tions and by government departments which provide accommodation for the Com- 
mission’s offices throughout Canada, contributions to the Public Service Superan- 
nuation Account and Canada and Quebec Pension Plans and accounting and other 
services, without charge. The following is a summary of administration expenses for 
the past two years: 

Year ended March 31 


1971 1970 
Palarios, waves Suid SUOWANCES 3 Psa herd rhfaty: oe Peis HES VO: $ 42,469,000 $ 36,354,000 
A VOTE eo gh alay ve nchal sis & Puch sp 6 Males) gadiddas Aveelias be eoawel 5,182,000 5,277,000 
PLO OU AT IOIMEPIE EAE ASR ce ea es Sane Coes coh coy be om vind ue 4,725,000 3,710,000 
Office stationery, supplies and equipment.....................000005 3,491,000 2,047,000 
Seve aman TEMG a CL POUSO gos 0 nec be oe dans ie cal ie ae Rea vies 2,280,000 1,901,000 
Acquisition of furniture and miscellaneous equipment................ 1,482,000 318,000 
Dee ey iets ee ho oss eae) aes meee es Ht eee eae et 1,347,000 1,312,000 
Pe oO Or aI COCUIAN SET VICES. Set ee sk ce eds es Cw wa db 8 ee Rs 1,116,000 608 , 000 
Avcounting and heque issue service! le ee 1,039 , 000 1,624,000 
Telephones, telegrams and other communication services............. 1,000,000 698 , 000 
PRSIONG OX DUCES BOM, CATLA CE odie, cathe oe? Baw PUES + Nace gris see atesee pes we 258 , 000 141,000 
Gomsussion to Post Otlice epartnient .: spnyis5. 745 you, nace $45 ¥ 3s — 599 , 000 
SO he Te Re Oar cs BPE as Ae ards Rain ys IGRI EKER OG ONS 705 , 000 855 , 000 


65 , 094, 000 55,444,000 
Less: Amount recovered from the Canada Pension Plan Account...... 396 , 000 523 , 000 


$ 64,698,000 $ 54,921,000 


Administration expenses provided for by— 


Department of Labour Vote 5 (Vote 10 in 1969-70)................ $ 53,432,000 $ 44,021,000 
Government departments which provided certain major services with- 


Lan Oa em ORR as PR ie) ate yc ON ein ieee aang tag Ag An 11,266,000 10, 900 , 000 


$ 64,698,000 $ 54,921,000 


The increase of $9,777,000 in the administration cost of the Commission com- 
prised mainly: an increase of $6,115,000 in the cost of salaries, wages and allowances, 
primarily attributable to a higher claim load; an increase of $1,164,000 in expendi- 
ture on furniture and equipment, consequent on extensive renovations of the 
Commission’s offices using open-concept design and modular furniture; increases of 
$1,444,000 in the cost of stationery, supplies and equipment and $1,015,000 in the 
cost of accommodation; and decreases of $599,000 in the commission paid to the 
Post Office, as a result of the phase-out of contributions by the stamp-purchase 
method, and of $585,000 in the cost of accounting and cheque issue service, as the 
Commission’s computer system, which had been installed in Ontario in 1969, was 
extended to the Atlantic, Prairie and Pacific regions. The cost of administration of 
the Annuities Branch, $1,283,000, which had no counterpart in the prior year, formed 
part of the various increases in the cost of administration of the Commission. 
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In keeping with past practice, we reported to the Chief Commissioner on each of 
the examinations of field offices made during the year. Our examinations are 
designed primarily to test the adequacy of the internal control over contributions, 
other income, benefit payments and the collection of overdue contributions, penal- 
ties and benefit overpayments. The extent to which adjudication of claims complies 
with the provisions of the Act and regulations is also tested. Prompt attention was 
given to all audit observations and corrective action was taken where required. In 
appraising the validity of benefit awards, no attempt is made by us to verify the 
accuracy or completeness of information regarding claimants contained in the 
records of the Commission beyond questioning apparent deficiencies in the records. 
This aspect of the verification of claims is carried out by the Commission’s own 
investigation-enforcement staff. Also no attempt is made to audit the accounts of 
employers to see that employer-employee contributions are fully made to the 
Unemployment Insurance Fund and that each worker is credited with the proper 
contributions. These records are verified by the Commission’s revenue control 
branch. 


In last year’s Report (paragraph 79) reference was made to the inadequacy of 
the liaison between field offices of the Commission and the Canada Manpower 
Centres that had been disclosed by our review of the procedures of these offices. This 
subject is further dealt with in paragraph 92 of this Report. 
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Special Audits and Examinations 


347. In addition to the examinations of the accounts of the departments and 
agency and proprietary Crown corporations referred to in this Report, the following 
special audits and examinations were made by the Audit Office during the year, 
most of them in accordance with specific directions contained in various statutes: 


The Army Benevolent Fund Board 

The Board of Trustees of the Queen Elizabeth II Canadian Fund to Aid in Research on the 
Diseases of Children 

The Canada Council 

The Custodian 

Economic Council of Canada 

Exchange Fund Account 

Government of the Northwest Territories 

Government of the Yukon Territory 

International Development Research Centre 

Medical Research Council 

National Arts Centre Corporation 

National Museums of Canada 

Roosevelt Campobello International Park Commission 

Royal Canadian Mint stocks 

Royal Canadian Mounted Police (Dependants) Pension Fund 

Science Council of Canada | 

Standards Council of Canada 


348. The Army Benevolent Fund Board. This Board was constituted by the Army 
Benevolent Fund Act, R.S., c. A-16, and consists of five members appointed by the 
Governor in Council. The Act provides for a special account in the Consolidated 
Revenue Fund called the Army Benevolent Fund to which certain moneys were 
credited and from which there shall be paid 


to or for the benefit of [World War II] veterans or their dependants or the widows or children 
or former dependants of deceased veterans such amounts as the Board may from time to time 
determine 


together with the expenses incurred in carrying out the provisions of the Act. 
The Act directs that the Board be governed by the following principles: 


(a) plans shall be formulated on the assumption that there will be prospective beneficiaries for 
fifty years from the establishment of the Fund [in 1947]; 


(b) no grant is to be made by way of relief from the Fund where adequate relief is, at the time of 
the application, available from federal, provincial or municipal governmental sources ; 


(c) where grants are made to assist in the education of dependants of veterans or of children of 
deceased veterans, bursaries shall be granted contingent on continued need and satisfactory 
progress and not as competitive scholarships based on academic standing; and 
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(d) amounts paid out of the Fund are not recoverable unless obtained by fraud or 

misrepresentation. 

The accounts of the Board were examined for the year ended March 31, 1971 
pursuant to section 11 of the Act and our report was submitted to the Chairman and 
members of the Board with a copy being provided to the Minister of Veterans 
Affairs. 

Receipts amounted to $283,000 of which $271,000 was derived from interest on 
deposits with the Receiver General and $12,000 from interest on Canada bonds. 
Disbursements totalled $564,000 consisting of $446,000 in grants to or on behalf of 
World War II veterans and $118,000 for administrative and case-work expense. The 
latter was a net amount after deducting a fee of $48,000 for management of the 
financial program of the Canadian Army Welfare Fund and a grant of $18,000 from 
the Department of Veterans Affairs to assist in defraying administrative expenses. 


After absorbing the excess of disbursements over receipts amounting to $281,000, 
the balance of the Fund was $4,180,000 at March 31, 1971 of which $3,917,000 was on 
deposit with the Receiver General, $256,000 was invested in Canada bonds and 
$7,000 was represented by accountable advances and prepaid expense. 


349. The Board of Trustees of the Queen Elizabeth II Canadian Fund to Aid in 
Research on the Diseases of Children. This Board and the Fund were established in 
1959 by the Queen Elizabeth II Canadian Research Fund Act, R.S., c. Q-1, to assist 
individuals or organizations to undertake or carry on research into the diseases of 
children and the causes, prevention and treatment of such diseases. The Board, with 
headquarters in Ottawa, consists of a chairman and six members. Secretarial and 
other administrative and technical services and facilities were provided without 
charge by the Medical Research Council. 


As required by section 14 of the Act, we have audited the accounts and financial 
transactions of the Board for the year ended March 31, 1971 and have reported 
thereon to the Board and to the Prime Minister. 


The Act provided $1 million for the Fund and permits the Board to accept gifts 
for its purposes. The following is a summary of the Board’s transactions for the year, 


together with comparable figures for the preceding year: 
Year ended March 31 


1971 1970 
Principal of Fund at begining ot yeanin ook cen oy casa ens ic bnew $ 913,000 $ 955,000 
Karnings+on investments } oliGs. Said ek epee. Gat be and ects 63 , 000 62,000 


976 , 000 1,017,000 


AWAPdS SNDTOVEH OUTING WORT coyote are eee ee nals aU ee 18,000 125,000 


Less: Cancellation of awards approved in prior years.................-.. 15,000 21,000 
3,000 104, 000 


Prineipal of duit ab GNU On Veal ca: os ert ay vy ane tg ck Ie aes ee $ 973,000 $ 913,000 
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Two categories of awards have been established by the Board of Trustees, 
namely “Queen Elizabeth II Fellowships’ and “Queen Elizabeth II Scientists’’. 
Awards in the first category are made to doctors of medicine or “other suitable fields 
of science’’ to enable them to obtain advanced training and experience in research 
related to diseases of children. The value of a fellowship ranges from $5,300 to $9,500 
per annum, depending upon qualifications, plus a travel grant and children’s 
allowances where applicable. Also, a research allowance of $500 is awarded to the 
supervisor of each fellow. Two new fellowships totalling $15,000 were awarded 
during the year. In addition, travel grants, children’s allowances and research 
allowances totalling $3,000, relating to fellowships, were approved. 


| Awards in the second category cover the salaries of scientists appointed to carry 
out research at universities or teaching hospitals. Regulations approved by the 
Board of Trustees with regard to these appointments provide for payments of 
_ $10,000 or more per annum, depending upon qualifications, for the first three years 
and $5,000 per annum for the next three years, after which the institution at which 
the appointment is held is expected to maintain the salary of the appointee at an 
_ appropriate level without further recourse to the Board. No such appointments were 
_ made during the year. 


The Board continues to support six scientist appointees of prior years, and the 
outstanding liability of $135,000 in this connection, plus the outstanding liability of 
$1,500 for three fellowships awarded in the preceding year, was included in the total 
provision of $152,000 for awards approved, appearing on the balance sheet of the 
Board at March 31, 1971. 


350. The Canada Council. The Council, consisting of a chairman, vice-chairman 
and not more than nineteen other members appointed by the Governor in Council, 
was established by the Canada Council Act, R.S., c. C-2, to foster and promote the 
study and enjoyment of, and the production of works in, the arts, humanities and 
social sciences. 


As required by section 22 of the Act, we have audited the accounts and financial 
transactions of the Council for the year ended March 31, 1971 and have reported 
thereon to the Council and to the Secretary of State. 


The financial statements of the Council are not reproduced in the Public 
Accounts as are the statements of Crown corporations and other operating activities. 
If financial information additional to the following is required, reference should be 
made to the annual report of the Council. 


An Endowment Fund of $50 million was established under the Act. The income 
earned on the investments of the Fund together with grants from Canada is used to 
meet administration expense and other expenditure for purposes of the Act, except 
for capital assistance grants to universities which were made from the University 
Capital Grants Fund up to the date of the closing out of the Fund. Permissible 
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expenditure includes, in respect of the arts, humanities and social sciences: grants, 
scholarships and awards; sponsorship of exhibitions, performances and publications; 
exchanges with other countries and organizations or persons therein of knowledge 
and information; representation and interpretation of Canadian arts, humanities 
and social sciences in other countries; and liaison with the United Nations Educa- 
tional, Scientific and Cultural Organization. 


During the year the Council received from Canada an unconditional grant of 
$24 200,000 for the general purposes of the Act. This amount is accounted for within 
the Endowment Account in accordance with a decision of the Council. : 


The transactions of the Endowment Account for the year, with the comparable 
figures for the preceding year, are summarized as follows: 
Year ended March 31 


1971 1970 


Surplus etibegintiing ofyyeardas fae Peat cee eee Ses ed $ 1,467,000 $ 481,00 
Income— 
GranttloOn me anaGaew con stereo ee oe. eee Oe Set eee 24,200,000 23,700,000 
Interest and dividends-earned .-..* atl e) 2). Gy. SRAMY COB. Beene 5,175,000 4,975,000 
Cancelledisrantsiand  refundsis, ies sae i atole dase is SAR oh 1,164,000 815,000 
30,539,000 29 , 490 ,000 
32,006 , 000 "29,971,000 
Expenditure— ot beat 
Ce Aare Semen OT re kt cue AR ieee is Bin C aike Been op an ae 28 , 587, 000 26 , 672,000 
Administration expense: less reCoverieS. ........ 0.000 c ee eee eee 2,131,000 1,832,000 
30,718,000 28,504, 000 


SUEDIUAS At ONG. Ob NCAT We wen tet ety, A RENEE 8 ojos 'n avacrie. by 4 @ plerdim dhe $ 1,288,000 $ 1,467,000 


A University Capital Grants Fund of $50 million was established by the Act 
from which grants were made to universities and similar institutions of higher 
learning by way of capital assistance for building construction projects intended for 
use 1n furthering the arts, humanities and social sciences. These grants were paid out 
of the principal and accumulated income of the Fund. With final payments of 
$2,208,000 being made to qualifying institutions, the University Capital Grants 
Fund was closed out during the year. The total amount distributed by way of 
capital assistance grants in respect of building construction projects since the 
inception of the Fund was $68,714,000, comprising the original principal of $50 
million paid to the Council in 1957 and $18,714,000 of income from investments. 
Since the allocation and distribution of accumulated interest and profits was 
commenced in 1964, we have expressed the opinion that the ‘‘hotch-pot’’ method of 
allocation and the use of the 1956 census by the Council were not in accordance with 
section 17(2) of the Canada Council Act. In its Sixth Report 1964-65 the Public 
Accounts Committee recommended that steps be taken to seek amending legislation 
to provide clear authority for the procedure being followed, a recommendation 
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which it reiterated in its Third Report 1966-67 when it requested the Council to 
formally request the Government to give consideration to the required amending 
legislation with the object of having it considered by Parliament prior to the final 
closing out of the Fund. No such amending legislation has been submitted by the 
Government for the consideration of Parliament and implementation of the Com- 
mittee’s recommendation is no longer feasible due to the efflux of time. 


The Council may, under section 20 of the Act, acquire money, securities or other 
property by gift, bequest, or otherwise, and may expend, administer or dispose of 
them subject to the terms, if any, upon which they are made available to the 
Council. With the exception of parliamentary grants, moneys or property received 
by the Council pursuant to this section are presented in a consolidated balance sheet 
designated “Special Funds’’. 


The principal of funds received by the Council pursuant to section 20 of the Act, 
together with the net profit on disposal of securities, held as a reserve against 
possible future investment losses, at March 31, 1971 and the comparable amounts at 


March 31, 1970 were: . 
March 31, 1971. March 31, 1970 


The Izaak Walton Killam Memorial Fund for Advanced Studies. ... $ 10,648,000 $ 10,183,000 


DBPCCaL SCOOLATS WIDUE UNG oo occ uo sins bs pr arnaon en mehth SE aa. 2 1,774,000 1,819,000 
ROSO TM IVETE CIN se Re Sate te oie ponte a tus Sade Ie sk wk oe ne ene ees 814,000 822,000 
LVircneseaninon Huindean 2); meee ere Oa eee ee 704 , 000 704,000 
Jopn ai) Watkins: states. . a2a)...oabbriisnce ett A 2) 35 , 000 26 , 000 


$ 13,975,000 $ 13,554,000 


The surplus earnings of these Funds which were available at March 31, 1971 for 


the purposes designated and comparable amounts at March 31, 1970 were: 
March 31,1971 March 31, 1970 


The Izaak Walton Killam Memorial Fund for Advanced Studies... .. $ 585,000 $ 594,000 
BnectaL Scholarship dues, wind: ol utes Qveas cong ar ahmed wet oats bee 607 , 000 473,000 
BOLO ES TAO SU ITA eS Ghia ele ee is ad ess eas baie wed a hae ce Oks ea 13,000 14,000 
Ve AO ORC LIT 7) CGN GIL O ie halal ale eae aaa ei a ee An de ipsa =: Leia 96 , 000 53,000 


$ 1,301,000 $ 1,134,000 


During the year income earned by these Funds, grants authorized, charges paid 
and the amounts added to surplus were as follows: 


Admin- 
istrative 
Grants and other Added to 
Income authorized charges surplus 
The Izaak Walton Killam Memorial Fund for Advanced 
SIM och Oe tea ena ee eee MOREE SER War eae ee gO $ 642,000 $ 604,000 $ 47,000 $ (9,000) 
PDOrIALMChOlArs hi: Haid xe hi li ook ek cet tae aap 134,000 ~~ — 134,000 
DDI SO Opa ZO tea ae 4h ace hs ws Ns Gees. 46,000 45,000 2,000 (1,000) 


Dyneh-staun oni tunass . Pie... Le 9d. Oe! 43,000 — — 43,000 


$ 865,000 $ 649,000 $ 49,000 $ 167,000 


— <i 
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Paragraphs 67 to 69 of this Report deal with certain matters noted in the course 
of our examination of the financial transactions of the Council. 


351. The Custodian. In accordance with Regulation 6 of the Revised Regula- 


tions Respecting Trading with the Enemy (1948) as set out in the schedule to The | 


Trading with the Enemy (Transitional Powers) Act, 1947, c.24, the Custodian 1s 
appointed “‘to receive, hold, manage, release, dispose of and otherwise deal with all 
property which is reported to him, received or controlled by him or vested in him”’. 


Pursuant to section 10 (which was neither consolidated nor repealed) of the original | 


Department of Consumer and Corporate Affairs Act, 1967-68, c.16, the Minister of 


Consumer and Corporate Affairs is the Custodian of Enemy Property. The Deputy | 
Minister is the Deputy Custodian. The Custodian’s Office 1s administered by an _ 


Assistant Deputy Custodian in Ottawa. A report on the audit of the Custodian’s — 


accounts for the year ended December 31, 1970 was made to the Minister of 


Consumer and Corporate Affairs. 


The assets under the administrative control of the Custodian, which were 


valued in accordance with bases explained in an addendum to his statement of | 
assets and liabilities (Public Accounts, Volume II, page 3.12), increased by $108,000 | 
to $3,068,000 at December 31, 1970. The increase in assets resulted from an increase | 
of $72,000 in the equity in holding companies, the receipt of additional assets valued — 


at $22,000 and revenue of $18,000 from securities, less an exchange loss of $3,000 
arising from the freeing of the Canadian dollar, and the release of assets amounting 
to $1,000. 


Under the Regulations, the Custodian may charge against all property investi- | 
gated, controlled or administered by him, whether it has been vested in him or not, a | 


fee for services rendered not exceeding 2% of the value of the property including the 
income therefrom. He is also permitted to employ such part of the property vested 


in him or the proceeds therefrom as may be necessary to pay the expenses incurred 


in the administration of the Regulations. 


In addition to the income from fees, any income received from vested assets | 
which consist of, or are converted into, cash or Canada bonds is credited to the . 
Custodian’s Office Administration Account, from which expenses of the Office are | 
paid. We have drawn attention to this procedure in past years because it is not 


consistent with the treatment of income arising from other assets vested in the 


Custodian. In February 1967 we were informed by the Deputy Custodian that, on | 
the basis of his interpretation of an opinion given by the Department of Justice in | 


1947 and discussions with officers of that Department, he was satisfied that the 
Custodian was acting within his legal rights in retaining this income from the bank 
deposits and Canada bonds included among the vested assets. It is our opinion, 


however, that the Custodian is empowered to retain the income from any asset 
vested in him only to the extent that it 1s required to meet expenses incurred with 


respect to that particular estate plus a percentage of general expenses. 
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There was an excess of income over expense of $96,000 in the Custodian’s Office 
Administration Account in 1970 which was added to the surplus account, increasing 
the balance to $1,018,000 at the year-end. A summary of income and expense for the 
past two years follows: 


Year ended December 31 


1970 1969 
Income— 
Mie he PCO AN VES tP@ON US 54 ki as hes oe aad Dok 4 aed eee wok © ee REE PA $ 163,000 $ 148,000 
Meer est O0 OAR TU DOSIEG G4 76 os cv SA Caen Dal DEG en dows ba RE Oee 5, 000 5,000 
168 , 000 153, 000 
Expense— 
Boric od HINDI YCO DONCIESS sissegsi MRee Ee iss casts s nu ep ee A Dae 62,000 73, 000 
eM Semen nts (hee Peet ner rile oak fiw cae Te ee wiht ements 6 , 000 7,000 
Oirer wellogodon. 2topiem. aacdidaur./ jamuacon 40). Le 4,000 1,000 


72,000 81,000 


Execs on eome over expensemwel keh a Jeo. et be, ea (ae eke $ 96,000 $ 72,000 


Increased rates of interest and higher bond holdings account for the major 
portion of the increase in income from investments. 


352. Economic Council of Canada. The Council, consisting of a chairman, two 
directors and twenty-five other members appointed by the Governor in Council, was 
established as a corporation by the Economic Council of Canada Act, R.S., c. E-1, to 
advise how Canada can achieve the highest possible levels of employment and 
efficient production. 


As required by section 20 of the Act, we have audited the accounts and financial 
transactions of the Council for the year ended March 31, 1971 and have reported 
thereon to the Council and to the Prime Minister. 


The following is a summary of the expense of the Council for the past two 
years: 


Year ended March 31 


1971 1970 
Salamestandicniployes benehts 78 .w..t 23 ewe Learn te. Bi eee $ 1,520,000 $ 1,488,000 
Protescional and ‘special services... ; . derseaqalawe:! . doae'. moiinedesaredl: 238,000 198 , 000 
PVE S WBC ALAR 2 4 2 CMG 2) anne ene Sea Se oa re Ne ere or 146,000 98 , 000 
Office equipment, furniture, stationery and supplies.................... 63,000 61,000 
Traverana removals: £; 5405, . 4 294 « eid Sead ote Ree . Gateway 54,000 47,000 
PUD Cahon Ol preDoUL ets reS 6 oy oe oe ole ea o ole mae Sel eens eee 31,000 31,000 
Melevnane? telecrams AWAD OSTALS «... 6 oa ie eo ee noe Layee eo ee 26 , 000 24,000 
Peres is 5 MD Re a kg ae Ne sry eae a Pav he 6 , 000 5,000 


TOtieresers Ce hee ee. ee tk LOMA TADLe Boe Ee 28: $ 2,084,000 $ 1,947,000 
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Year ended March 31 


1971 1970 
Total expense provided for by— 
Priery Coun eWote 2a een, . 25%. aan Ne oe fee en Ete ee $ 1,739,000 $ 1,630,000 
SOAs yet Oar FVOLGtoo4 bs Anat ty. ek. 6 kites ak LA BO ee SS 7,000 — 
Government departments which provided major services without charge. 338, 000 317,000 


$ 2,084,000 $ 1,947,000 


The expense for 1970-71 included $38,000 for studies begun in 1966, on which a 
total of $474,000 has been expended to March 31, 1971, for a special reference from 
the Government concerning the responsibilities of the Department of the Registrar 
General of Canada (now the Department of Consumer and Corporate Affairs) 
relating to: interests of the consumer; combines, mergers, monopolies and restraint 
of trade; and patents, trade marks, copyrights and registered industrial designs. The 
third and final report concerning this reference was made to the Prime Minister on 
March 28, 1971 and tabled in the House on the same date. 


353. Exchange Fund Account. This Account was established in 1935 “‘to aid in 
the control and protection of the external value of the Canadian monetary unit” 
and now operates under Part II of the Currency and Exchange Act, R.S., c. C-39. 


As required by section 18(2) of the Act, we have audited the Exchange Fund 
Account and the transactions connected therewith for the year ended December 31, 
1970 and have reported thereon to the Minister of Finance. This section requires a 
certificate to be given annually to Parliament and I now certify that, in my opinion, 
the transactions in connection with the Account have been in accordance with the 
provisions of the Act and that the records of the Account show truly and clearly the 
state of the Account. 


The advances to the Exchange Fund Account from the Consolidated Revenue 
Fund at December 31, 1970 and 1969 were represented by the following: 


December 31,1970 December 31, 1969 


COBATACIATE COLLEGE Rene scaie koe a Zong Mee Ab ae, Aer do Sia ate $ 819,000 §$ 750,000 
United States dollars, and securities with accrued interest.... 2,834, 826,000 1,703,405 ,000 
International Bank for Reconstruction and Development 

bonds, withbacented interest), + wien a eet «ates G « Shs 51,722,000 38, 620,000 
International Monetary Fund note, with accrued interest... .. 121,652,000 103, 448 , 000 
International Monetary Fund special drawing rights, with ac- 

erued, interest Ate oh. « demses hed i ere + hots ratte 184,489 , 000 —= 
EE oe g'5 5, ORR ME et Maria ar ah Nk Ram RO, ey oe RE eae om aie Be 799,600,000 943 , 067,000 
SUS DENSO Fee 5 8, Wt cle otttc rats Bt toK Me eee Be React tal otek: (2,324,000) 65 , 000 


3,990,784, 000 2,789,355 , 000 
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December 31,1970 December 31, 1969 


Deduct: 


Due to the Consolidated Revenue Fund, in accordance 
with section 16 of the Currency and Exchange Act: 


Earnings for the year on investments. .................. $ 174,797,000 $ 104,237,000 

Net profit for the year from trading operations in foreign 
Exchange Voldeand SCCULILIOS hui cence vera es oon wae we 688 , 000 836 , 000 
175,485 , 000 105 ,073 ,000 


3,815,299 , 000 2 , 684, 282 ,000 
MCU MATOS URN NUL oer atecate a alls ca aviators eas (Uda 9 ip. show esa OO yg eee 231,583 ,000 (30, 282,000) 


Advances from the Consolidated Revenue Fund.............. $4,046, 882,000 $ 2,654,000, 000 


The earnings on investments and the net profit from trading operations in 
foreign exchange, gold and securities, amounting to $175,485,000, have since been 


paid into the Consolidated Revenue Fund as revenue of Canada. 


On May 31, 1970 the Minister of Finance announced that, for the time being, 


Canada would no longer maintain the value of the Canadian dollar within the 
agreed margins of plus or minus one per cent of the official par of exchange and, 
subsequently, the Canadian dollar appreciated. At December 31, 1970 the closing 


market rate of the United States dollar was $1.01125 and the value of the United 


) States dollar holdings at that date was $3,992 ,289,000, the resulting revaluation loss 
being $261,865,000. This revaluation loss, which was not recouped from a parliamen- 
tary appropriation, resulted in a net deficit in the Account of $231,583,000 at 


December 31, 1970. 


354. Government of the Northwest Territories. The Northwest Territories Act, 


&.S., c. N-22, provides for the appointment by the Governor in Council of a chief 
executive officer for the Territories, to be known as the Commissioner, and for a 


| 


Council of the Territories consisting of fourteen members, of whom ten are elected 
and four are appointed by the Governor in Council. The Commissioner in Council is 
empowered by the Act to make ordinances for the governing of the Territories in 


| fields paralleling those normally within provincial jurisdiction. 


As required by section 23 of the Act, we have examined the accounts and 


financial transactions of the Territories for the year ended March 31, 1971 and have 


reported thereon to the Council. 


The following is a summary of expenditure and revenue of the Territories for 


_ the year ended March 31, 1971, with comparable amounts for the preceding year: 
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Expenditure— 
Operation and maintenance: 
PQLIG: WOLKE cept. Gophe laneok cit eS wee 'c eRe Ne Ye ata Oe haemo ee een 


Social Developments y. gu.c's.) /aukn ia tare oa a Geleke aid atu acne eee 
DCS A TOVOL IDO Laer atek belies ga Oia yA ee aes Le ES eee ae 
POEL EIY ccc nae Re Salen Sok coe Licino Re ee Re! by oe es ce 
PNHOUSELY; SHO AIOVEIODMEN Go: <9 cud. beet a ered o ais wlan ee ates eee 
MOLT IVOLIAU SOUL CURL Yio iie coin ists ae o Cyctone/- eee eater ca tie le ee 
AM CLTIGOPIAL: LTEASUTEL PATS Ulett Meets Le RAMEE Dhl a Seeking eee 
CGR TET OIA) 4 caiman heidi das turk aa cig whe SR tga a, Ne as oe ee de 


Tierostcon: (Oats ILOlb ne Ati atlia so! poole: oh eee aes. Se eis 
Proiect’ GAPEALS. 2. oes. ie ee a ee ME ees 3 Po ee RR 


Revenue— 
Federal grants: 
COT EDEN ls 8, ie a MN Ree os ae ei RN an 
POAT AINOTHMAGION eatin vic ps Pv ee ee Ft ns eee es eae 


Operation and maintenance: 


TAQUOLE DiOUbs rere ccs tie Sete Lonmin io ener Sn eat he ere eee 
HOUSING Fentalsst) . SSIES. Sets A ee BR. BILE, BES TR 
Heating fuel, power, water and sewer. ..............00 cee ee eeee 
Industry: and Development Drolects cc dns aos eR see ose ea aoe 
Dieenced Gnd fees PER ane RRSP ake: Mee, fan SUEY eR Sere ee 


Expenditure recoveries under Federal-Territorial cost-sharing agree- 
ments: 

Transfer grants for additional programs assumed during the year.. 

Indisncand Hskime housing 520% Shee. les ea ae oe ee ne oe 


Sowa! Developments cus oo Oy ok ie! uae a ace ae li ie, 
Wadwentiow. 100. Clie 3224 ao tes oe eae ie 8 eee 23 
Local-Goverbmentyyn. Jie toate ee te ei, Sah eee Aa? + Rep 
Industry and) Developmenta. eadiem «acting PI She 5. 244.0 ernst ee 
Personnel lisecd eon. 2) cyt iN SS RRS EL keg 


lixcess-of expenditure’over revenue. ce Ue Pee. i OP aA ee AG 


Of the amount of $906,000 received in the previous year in the form of advances 
from the Federal Government for the Indian and Eskimo housing program, only | 


Year ended March 31 


1971 1970 
$ 15,564,000 $ 7,459,000 
13, 364,000 7,465,000 
7,766,000 5,205,000 
4,849,000 3,159,000 
4,761,000 2,560, 000 
3,891,000 3,350,000 
3,598,000 1,972,000. 
1,557,000 1,119,000 
1,270,000 721,000 
365 , 000 225,000 
56, 985,000 33, 235 ,000 
1,313,000 1,021,000 
13,939, 000 7,023,000 
72, 237 , 000 41,279,000 
26,598, 000 8,718,000 
2,068, 000 1,616,000 
28 , 666 ,000 10,334,000 
2,880,000 2,130,000 
2,401,000 2,148,000 
1,850,000 735,000 
640,000 169,000 
523,000 ye 2 
510,000 683,000 
391, 000 454,000 
685,000 305 , 000 
9,880 , 000 6,624,000 
13,718, 000 12,492,000 
2,332,000 906 , 000 
2,290, 000 2,185,000 
1,075,000 857, 000 
536, 000 238, 000 
364, 000 191,000 
161,000 103,000 
23, 000 23,000 
2,000 = 
= 290, 000 
20,501 ,000 17,285,000 
2,802, 000 2,143,000 
61,849, 000 36 ; 386 , 000 
$ 10,388,000 $ 4,893,000 


Se 
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$776,000 has been accepted by the Federal Government as the costs of operation. 
The balance of $130,000 1s to be accounted for along with the further $2,332,000 
received during the year. While a claim in excess of the outstanding advances of 
$2 462,000 has been submitted, a liability could arise in the event that the claim is 
accepted by the Federal Government in an amount less than the outstanding 
advances. 


355. Government of the Yukon Territory. The Yukon Act, R.S., c. Y-2, provides 
for the appointment by the Governor in Council of a chief executive officer for the 
Territory, to be known as the Commissioner, and for the election of a Council 
composed of seven members. The Commissioner in Council 1s empowered by the Act 
to make ordinances for the governing of the Territory in fields normally within 
provincial jurisdiction. 


The accounts and financial transactions of the Territory are subject to examina- 
tion by the Auditor General of Canada in accordance with section 26 of the Act and 
accordingly we have made an examination for the year ended March 31, 1971 and 
have reported thereon to the Council. 


During the year expenditure on campground maintenance was provided for in 
the Travel and Information appropriation and on recreation and amateur sports in 
the Education appropriation. In 1969-70 this expenditure had been provided for in 
the Engineering appropriation and the General appropriation respectively. In 
addition, revenue from licences, fees and permits collected under the Liquor Ordi- 
nance during the year was included in the Liquor Control Operating Statement, 
whereas in previous years this revenue had been included with licence revenue in the 
Statement of Expenditure and Revenue. For comparative purposes the 1969-70 
figures have been adjusted accordingly. 


The following 1s a summary of expenditure and revenue of the Territory for the 
year ended March 31, 1971, with comparable amounts for the preceding year: 


Year ended March 31 


1971 1970 
Expenditure— 
Operation and maintenance: 
PSrsOnmel SELVICES s. i. beta ote ab. Rae. Balt LAP RTD Delbn de $ 6,336,000 $$ 5,451,000 
PG OCM Seta de eal, nents Ab tedla ties. ee CA: 3,114,000 2 , 602 , 000 
MOUG AOD ah Peat Ge os ake g Wah solu meaiald nee Anikbied oa fess actin s « te A oe 00 1,354,000 
MGC AN ry er ION ie ne tr Cerne ten See ee ene ne 1, 256,000 984 , 000 
Yukon Hospital Insurance Service. .4.......6.+ 2, BSI EL). ie 8 1,240,000 1,108,000 
RTOTOFE | Seis Bie a oe a AE Bs Ce des ets, AY Gh RN heen oa 820, 000 520, 000 
ETE ES ae Gee ee a ee? ne aceon eae Une. 7, ee oe 756 , 000 614,000 
Heath ATOOOne Selt DAN RUS O74 OW:..22 dA. JO eae 537 , 000 447 ,000 
PI Aver emu LOCRVItION <0. Bh ee ee, et SES ce ake 155,000 156 , 000 
GE PEE oy EN PECANS | ae RS a ee ee SOM UN OPE DRT en ae 132,000 108 , 000 
COURET Ee ne Os ee ee re ee ee, aed ae 301 , 000 259 , 000 


16,099,000 13 ,603 ,000 


REPORT OF THE AUDITOR GENERAL — 1971 


Year ended March 31 


1971 1970 
Intérestion loans trom, Gansdan.. 2c oe. tds ese es a oe ee eee grees $ 1,340,000 $ 891,000 
Project capitals aes. ings). tea en. es > ae) eer ae ety 7,265,000 8,890,000 
24,704, 000 23 , 384, 000 
Revenue— 
Federal grants: 
er Ullie ysriee S ees ae ee ake Sc Se aude Ble tees oe ee 4,064,000 5, 306 , 000 
TOO AIO UI ZALIOIe Pets te eee cee Ge eee ee ee ee ee 1,858,000 133, 00G= 
Losnrm teresteice) Ae), Was. : Soe |. oo ee teeny eee. 164,000 117,000 
6,086 , 000 6,754,000 
Operation and maintenance: 
OE ESE EIDE, Becta toes, Metals © ARREARS att, coleman Co 3,073,000 2,391,000 
DUCE E NERD LO Li yeas a Mar wcrc ec wcil's Yu ey Asm Baa thera es OR rem HH 1,578,000 1,525,000 
EEL E ENCES Meter ce ik Maloy a eens a occas Beda ces eae ane Oia Mie: tcl eee se 586 , 000 082,000 
Tntéerestvonibankedeposite 4sen. fod}: 5 on mae ee ee ees 140, 000 189 , 000 
J ses ae URN Re eA Br He yt” ey ee Ta ee re Nee ree Et ery ern gh MRS 157,000 138,000 
5,634,000 4,828 ,000 
Expenditure recoveries (including $4,359,000 under Federal-Territorial 
cost-sharing agreements): 
EOIN CO RID BA etd ote la Oi pee oe Tact aks Nee pee ee hs ieee le eel a ae 2, 259 , 000 1,866,000 
WeH Ate ck Sei gn catch on aediaty fo ata nan etn arte MeN elke Bachar e RE ata he 948 , 000 622 , 000 
Yukon Hospital Insutance servicers. 48's foi ee ea a 754,000 699 , 000 
PCuCatOT at, Celt. ORE sre es em DESY, hee D eee ae 581,000 448 ,000 
TEOC TINO MOROINONG. bist auc ick te Bese ine ye, Rig ede at gaat ioe ls 487,000 532,000 
Cle RCT eel Eye aes nate cates tat tiacn cuted ato eon araete disc ease | Slat 161,000 -—— 
CSET TSF OER Ae EA aE Ae TS GRD. ce SIE 110,000 140 , 000 
5,800 , 000 4,807 ,000 
PROJECE Capita PTECUVETION ic aT eee oe cee ye ac ey a wae 2,523,000 3,339,000 
19,443,000 19 , 225,000 
Mixcessvof expenditure over revenues, «/a..:. vases os nd deco ee eee $ 5,261,000 $$ 4,159,000 


356. International Development Research Centre. The Centre, consisting of a | 
Board of Governors composed of a chairman, president and not more than nineteen 
other governors appointed by the Governor in Council, was established by the 
International Development Research Centre Act, R.S. (Ist. Supp.), c.21, to initiate, 
encourage, support and conduct research into the problems of the developing regions | 
of the world and into the means for applying and adapting scientific, technical and 
other knowledge to the economic and social advancement of those regions. The . 


headquarters of the Centre is in Ottawa. 


As required by section 21 of the Act, we have audited the accounts and financial 
transactions of the Centre from its establishment on May 13, 1970 to March 31, 1971 
and have reported thereon to the Centre and to the Secretary of State for External | 


Affairs. 
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Section 20 of the Act requires the establishment in a chartered bank of an 
account to be known as the International Development Research Centre Account, 
which is to be credited with all amounts realized by the Centre under the Act. 
Notwithstanding this the Centre has established and is operating another account in 
a chartered bank. The Centre should seek amending legislation that will permit it to 
establish such bank accounts as are necessary to conduct its business. 


The financial statement of the Centre has not been reproduced in the Public 
Accounts as are the statements of Crown corporations and other operating activities. 
If financial information additional to the following is required reference should be 
made to the annual report of the Centre. 


The following is a summary of operations from the establishment of the Centre 
on May 138, 1970 to March 31, 1971: 


Income— 
Pea TPS VEDIC Re AEA Us te Refers hte 6 6 Files OK. akan age Gap a clic Ee tres welie ta Whe Cols Aah dae Noah eal meas hous eee $ 2,444,000 
APS oN SO ) Set BER oe. Se ek eee At ee 9 Le Ea et a A lo RU Ss 70,000 
Gt gn ean Ae ee en Oe ae Be Ful ss sles wee mpoueteed Sang oi phaeeeabanoa eacedl weds, at Abana OE 10,000 
2,524,000 
Expense— 
Administration: 
Salaries, allowances and employee, benehits io) .5.0.0-5245 nace tldace eae wade wy at ee ae 384 , 000 
ONCE MITNISNIN PSI ANe eOUIPMICNG. « .-. a.p.cc.ni 4A eo aa aod sto S sae eek ee as ee Meee ae 124 ,000 
Aer CPCI Mr 3, Goran e Ae eee a lees ic oe dase De viele PRN earns 80 , 000 
PCr ad EOL ie eet 5 oooh yl ex 24, emt amen gine ged ol tie Ma tabawaraunpamenia 5h aahad et ot deere Nanas 48,000 
Governors’ honoraria, travel and meetings........... sao ayy ee eins, Pda ci a heen aad ee 43 , 000 
WerOres clonal AG SPECI al SEL VICES= fer ate PEEL Oe CRBS Le ES eRe oes va tes We 25,000 
Oinice supplies And ExPeMse, «2 os. sho ote Ree cy PR ERE 2 ck SER Atle Been wes gs: 17,000 
OMTAU UC Olle tee ote ois ost ee eta ees eas “hese he ie beh eo a ee emer 14,000 
SCY Ate eee On. se eetey.. Gide. ba tee) Sree ROS. ain: Seley ieee. 25 16,000 
751,000 
icesharen Projects sominars,-workshops, etC.. ih. 242 CATER Od. AeA 88 , 000 
839 , 000 
Tee Coser TOME IV CL-Ox Desh hclan. cheba Ae rt ge he Re a Se Oe Se ate ee eee le $ 1,685,000 


357. Medical Research Council. The Council, consisting of a president and not 
more than twenty-one other members appointed by the Governor in Council, 
operates under the Medical Research Council Act, R.S., c. M-9. Its function 1s to 
promote, assist and undertake basic, applied and clinical research in Canada in the 
health sciences, other than public health research. 


As required by section 16 of the Act, we have audited the accounts and financial 
transactions of the Council for the year ended March 31, 1971 and have reported 
thereon to the Council and to the Minister of National Health and Welfare. 


The following is a summary of the Council’s expenditure for the year, together 
with comparable figures for the preceding year: 
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Year ended March 31 


rote 1970 


Scholarships and grants— 
CaP LStllh) BIC OLOECSOAL CM 7.5 cau srely typ Migisd hie scan iia ees tal ee ae $ 22,479,000 $ 20,771,000 
AVITECR PELSONNE! SUPPOLl © See em Stee Cen Oe ee ene tes 8,113,000 7,718,000 
Hesearch ‘promotions auier ott. 2ae5 ie 2 oe Ree beet WER ee 3,370,000 2,402,000 
33,962,000 30,891,000 
Administration— 
Salaries, wages and employee benefits...................0ceeeeeee 251,000 212,000 
CCOMMIELSE Tee GIS A ee Ve eee Lon ate elated eg Ae Gs, MADRS RE 82, 0U0 67, VOU 
ComMuniCaliotisn y 35Uh.ciide ea ae eae hak. co) |. Dee eel een 43,000 35,000 
PB rah U Cer cd ean es cote are DORE Ne gar Batty ge CM NI. RNC A ee nn WO 0 24,000 25,000 
Py blied tions Ae ete sh ORG. ect, Fee SRS ceatt cod Breer Seid on ae 23,000 8, 000 
PHotessienal ANC SPpOMlel SERViCeS (4) .nar ik sensed) » seer ew ee pea 18,000 16,000 
Accounting and cheque issue Services... ........ 0.0 c eee e eee eee 18,000 14,000 
WW itor et Cap oc, ec EU PAUL oP Pe ETB ee Wha NIr END IRN SLO? A Oe ADE ROR A 39, 000 36 , 000 
498 , O00 413,000 
ANAL POTHN LEERY bore Casles Ue’ pas aeeu-os ve eet ae ek Ae Cs Aaa me EE $ 34,460,000 $ 31,304,000 
Total expenditure provided for by— 
National Health and Welfare Vote 50 (Vote 55 in 1969-70). ........ $ 33,962,000 %$ 30,891,000 
National Health and Welfare Vote 45 (Vote 50 in 1969-70)......... 403 , 000 324,000 
Government departments which provided major services without 
CIEE EC: Bs AURIS HEN DI ect est oa ON Meni se Lara cil icntak auth ooo BREE I 95 , 000 89, 000 


$ 34,460,000 $ 31,304,000 


The $39,000 increase in salaries, wages and employee benefits was due to salary 
increases and an increase in staff from 17 to 20. 


Refunds of previous years’ expenditure, $179,000, were recorded as non-tax 
revenue of the Department of National Health and Welfare. At March 31, 1971, the 
Council had outstanding commitments of approximately $40,000,000 in respect of 
future grants and scholarships awarded, payments being subject to the provision of 
funds by Parliament. 


358. National Arts Centre Corporation. The National Arts Centre Act, R.S., c. 
N-2, established the National Arts Centre Corporation consisting of a Board of 
Trustees composed of a chairman, a vice-chairman, and nine other members 
appointed by the Governor in Council and the persons from time to time holding 
the five public offices named in the Act. The objects of the Corporation are to 
operate and maintain the National Arts Centre, to develop the performing arts in 
the national capital region and to assist the Canada Council in the development of 
the performing arts elsewhere in Canada. 


The cost of the National Arts Centre including furnishings and equipment to 
March 31, 1971 amounted to $46.2 million which was provided from parliamentary 
appropriations of the Department of the Secretary of State. The Centre is not 
included among the assets of the Corporation but has been leased at a dollar per 
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year from the Department of Public Works for a period of twenty years. Under the 
terms of the lease, the Corporation 1s responsible for maintenance and operation of 
the building but is not required to pay rent or provide for interest and depreciation 
charges. Consequently, the accounts and financial statements of the Corporation do 
not reflect the true costs of operating the National Arts Centre. (See paragraph 95 of 
this Report.) 


As required by section 16 of the Act, we have audited the accounts and financial 
transactions of the Corporation for the year ended March 31, 1971 and have reported 
thereon to the Chairman of the Board with a copy of the report being provided to 
the Secretary of State. 


At March 31, 1971 the proprietary equity was $567,000 in the form of working 
capital and is the amount by which the annual parliamentary appropriations have 
exceeded the net cost of operations since the opening of the Centre. 


The appropriation for the Centre provided by Secretary of State Vote 75 was 
$2 625,000 or $419,000 more than the net cost of operations of the Centre for the year 
which was $2,206,000 compared with $2,817,000 in the previous year. 


The following is a summary of the Corporation’s operations for the past two 
years: 


Year ended March 31 


1971 1970 
Expense— 
Direct costs of concerts and theatrical performances: 
INASIU ACTA SPACIOUS tne: Ae nc a ek Ooi SGC a? ws, EA eURIES ule ERR $ 1,121,000 $ 873,000 
National Aris Cenwre Orchestra.) Si Se Seo et ee BAL, 797 , 000 486 , 000 
Eveoulnn MNestre, PIOPEAIMISS 5.) V araw di oe uk Oe oud ae gk eae 767 ,000 601 , 000 
OPERINDTESTIV alae Foe eterss Sateen s Maes, FF tet ee is oS — 517,000 


2,685 ,O00 2,477,000 
General and administration: 


Salaries and employee benefits................... NOE ENTE 2 937 , 000 876 , 000 
Oana en cl AS nis. cet MADAME GLa SAO. Smee REO es 307 , 000 316,000 
PA Clana AA EEN OG Yroio a. s arora Lat ai ks ds Renee A ce eee 286 , 000 174,000 
pecurity-guards, usners And guides |e es 148 , 000 149,000 
Pica py licd MERI Ler CREAT 1 Shae Me ee et oe URE Nees ad 56 , 000 74,000 
Le CONOR CLENE CL ClOGT ROIS v © 6.2 i ea) oe ie miacraald do ie Sioa © SoM ola ere 46 , 000 41,000 
Pert ican id AT OMO ig 24 Pe as ered aS bow sks «shea Baltes Soles 45,000 249 ,000 
Employees’ travel and duty entertainment....................05. 39,000 32,000 
UNL Ean ECR. nie «'y 5 ORE nea ale AOE Fe SON On EG RC 73,000 163 , 000 


1,937 ,000 2,074,000 


4,622,000 4,551,000 


Income— 
Concerts and theatrical performances: 
Ae al troU OMe. ee eed Pag ce he aa ele eg iene 917,000 657 , 000 
PrationaleAricteenteerOrehestras (tec. 9). Lore reed sae Pee es 327 ,000 172,000 
er Aral OR POPU AINE. oP Lh es Nel Ps cla Ole a il 294 , 000 217,000 
PAN AA NOURI PTRIM eo a soon 5.4 6 a ive isk san' bor ea ARE een ch ease 195,000 199,000 
fopening Tester ar tre) 6 oe Rae A CAEN 2" Pweh oe TAR AR RUS get le — 209 , 000 


1,733,000 1,454,000 
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Year ended March 31 


1971 1970 
Other: 

SAUD ator ein cate eerie vars a Cane ee ne Ete eee $ 373,000 § 288,000 
RentAISE.. Se) A td ae EG ele RAR I Ee 131,000 89 , 000 
BYTE Cy Okt ot OR PERC CE OE: 2 VE SPUR ol 1G par eA Risse unnrs Some AS. 4 116,000 69,000 
IVEESCELISTICOUS Saree marcy er SOW ee CERT Gee MCS reat arene eee ee 66 , 000 30,000 
686 ,000 476,000 
2,419,000 1,930,000 
BS Cess OLeX Dense OVEL ICOIMG a a labs Cael ay w vee eee oa ae aa 2,203,000 2,621,000 
Made 2 OSs Ol TOSUAUT Alit) OPCEEMIOUS arbi ek baa e eo eae ee ea ee eels ora 3,000 196,000 


Net cost of operations, not including interest and depreciation charges con- 
nected with the National Arts Centre building...................... $ 2,206,000 $ 2,817,000 


The Centre was in actual operation for only ten months in 1969-70 but in that 
period had non-recurring costs in connection with its inauguration. 


359. National Museums of Canada. This Corporation was established by the 
“National Museums Act, R.S., c. N-12, and consists of a Board of Trustees composed 
of a Chairman, a Vice-Chairman, the Director of the Canada Council, the President 
of the National Research Council of Canada and ten other members appointed by 
the Governor in Council. The purposes of the Corporation, comprising the National 
Gallery of Canada, the National Museum of Natural Sciences, the National 
Museum of Man and the National Museum of Science and Technology, are to 
demonstrate the products of nature and the works of man so as to promote interest 
therein throughout Canada and to disseminate knowledge thereof. 


As required by section 21 of the Act, we have audited the accounts and financial 
transactions of the Corporation for the year ended March 31, 1971 and have reported 
thereon to the Chairman of the Board, with a copy of the report being provided to 
the Secretary of State. 


The following is a summary of the expenditure and revenue of the Corporation 
for the past two years: 


Year ended March 31 


1971 1970 
Expenditure— 
Administration, operation and maintenance: 
Salaries, wages and employee benefits..................0.0.005. $ 4,339,000 $$ 3,636,000 
PVC COTIUEIOC BUI arti BY Sickel ea te Re a hf he Nel yal ake aha 3, 363,000 2,904,000 
Protessional ‘and special services 16 A reise vo oe ds Oe 805 , 000 616,000 
PROLEGUIVG BOL VI CBS a0 ood te ern tnlng: Shetc ir annals tani Maae siete Tan Roe 574,000 550, 000 
AETV EL CF 5 SR PEE el ee, «APE RE ee ec, CERI eS 235,000 258 , 000 
Materials and supplies.................. ah ae Eee Na. 212,000 262 ,000 
Office supplies and equipment including books................... 154,000 202 , 000 
IPEDINCATIONS os a0 cor gs ans Gs SER Ae te ee Ree, ee eh eee 149 ,000 229 , 000 


COMIDUHICALIONSe pees. fl FL OER. ee reeeca ee. Se es el 132,000 109 , 000 


a 
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Year ended March 31 


1971 1970 
Motion picture production and distribution..................... $ 121,000 §$ 10,000 
Irilatie nO BOVINULY SCLVICES. ccs. + singe ee es 6 he hes Ke anita ® 88 107,000 93 , 000 
Desiand displayiservices..337). Hee. FETA erties Fe. aS 107,000 113,000 
BAS PS SLID ce Sty PEARL, 3 AED EON ROT RRM EE RENE: cee ra Peer wee aL 284 , 000 333 , 000 
10,582,000 9,315,000 
VOrKS OF ATL saAruiacts, and other-objGcts wie oaeh sbaade e-orvaiers YO. S 1,109,000 1,449,000 
Bee AE UTUISUIU Gude oe can aa Giles ahd hee 6 Cs Seige 246 , 000 385 , 000 
11,937,000 11,149,000 
Revenue— 

Bequests, etc.—National Museums Trust Account................. 61,000 — 

DRCL Cs Ge ost 5 oc) clay WE Ache CA EEN 1 TEES om 'o Peeheds od oh ebee Atos. ha eae o He 06, 000 — 
Sales of publications, slides, photographs, etc....................-. 22,000 7,000 
Refunds of previous years’ expenditure. ..............ee cece eect 20,000 9,000 
ei Ie Oce At COE VICRILODS Be lant oe bbe sv bah Daa ate a Heme Adah ee a eat 19,000 22,000 

Operating profit—National Museums Special Account............. 2,000 — 
180,000 38 , 000 


LEXCeSs Ol eX PCHULUUTE OVER TEVENUC Nae ech Pe asta es Seta ee eta ee 


Excess of expenditure over revenue provided for by— 
Secretary of State Vote 90 (Vote 70 in 1969-70)................4.. 


$ 11,757,000 


$ 11,111,000 


$ 8,210,000 


'$ 7,339,000 


pecretarwolotate. vote: Lils4be 4). Aah... «Soak AW. OIL, € 50, 000 
Government departments which provided major services without 
Re Eh Gk wire kL GE aa OO A aw Wiss GS bie a 3,974,000 3,411,000 
12,184,000 10,800,000 
Less: 
Increases in balance of special accounts: 
National Museums Purchase Account............000cceeeeees 152,000 (399 , 000) 
National Museums Special*Account? i.e) e Air Po a. 133,000 42,000 
National Museums Trust Account..............000 cece eee 61,000 — 
346 , 000 (357 ,000) 
Increase in inventory—National Museums Special Account...... 20,000 8,000 
Amount transferred to Secretary of State as revenue of Canada... 61,000 38 , 000 
427,000 (311,000) 


$ 11,757,000 


$ 11,111,000 


The increase of $703,000 in salaries, wages and employee benefits was due to 
additional remuneration and a staff increase of 38, from 370 in 1969-70 to 408 in 
1970-71. The increase of $459,000 in the cost of accommodation was due to the 
occupation of additional space and an increase in rental rates. The increase of 
$111,000 in motion picture production and distribution was due mainly to a decision 
to produce new films for the National Museum of Man and the National Museum of 
Natural Sciences. 
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In accordance with section 10 of the Act, three special accounts, the National 
Museums Purchase Account, the National Museums Special Account and the 
National Museums Trust Account, are operated within the Consolidated Revenue 
Fund. 


All moneys appropriated by Parliament for the purchase of objects for the 
collections of the Corporation are credited to the National Museums Purchase 
Account. The increase of $152,000 in the balance of the Account represents the 
amount by which the $1,166,000 provided by Secretary of State Vote 90 and interest 
of $55,000 received during the year for the period April 1, 1968 to March 31, 1971 
exceeded the $1,069,000 expended from the Account on the acquisition of works of 
art, artifacts and objects. The balance in the Account at March 31, 1971 was $179,000. 
An additional $40,000 was expended for the purchase of works of art from the 
appropriation provided for management and administrative support. (See also 
paragraph 146 of this Report.) 


All moneys appropriated by Parliament for the acquisition or publication and 
the sale to the public of books, pamphlets, replicas and other materials, and the 
proceeds from sales, are credited to the National Museums Special Account. The 
increase of $133,000 1n the balance of the Account represents the amount by which 


the $150,000 provided by Secretary of State Vote 90 and $12,000 from the sales of | 


books, pamphlets, replicas and other materials exceeded the $29,000 expended on 
acquisition and publication of items for sale. The balance in the Account at March 
31, 1971 was $179,000. | 


All moneys received by the Corporation by gift, bequest or otherwise are 
credited to the National Museums Trust Account. The increase of $61,000 in the 
balance of the Account results from the receipt of: bequests of $45,000; the balance 
of $15,000 in the Aviation Trust Fund formerly administered by the National 
Research Council of Canada; a contribution of $1,000 from the United States 
Government to help defray transportation costs of the Moon Rock Exhibit; and 
interest of $1,000 earned during the period April 1, 1968 to March 31, 1971; offset by 
an expenditure of $1,000 for transportation of the Moon Rock Exhibit. The balance 
in the Account at March 31, 1971 was $64,000. 


Paragraph 147 of this Report deals with a contract cancellation noted in the 
course of our examination of the financial transactions of the Corporation. 


360. Roosevelt Campobello International Park Commission. This Commission was 
established by an agreement between Canada and the United States of America to 
administer the Roosevelt Campobello International Park, on Campobello Island, 
N.B., as a memorial to President Franklin Delano Roosevelt. Implementing legisla- 
tion was enacted in Canada by the Roosevelt Campobello International Park 
Commission Act, 1964-65, c.19. The Commission consists of six members, three 
appointed by the Government of Canada and three by the Government of the 
United States of America. 
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Grants to the Commission from the Canadian and United States Governments 
are made in United States dollars and the books are kept in that currency. 
Consequently all amounts referred to herein are United States dollar amounts. 


The proprietary equity at December 31, 1970 was $859,000, represented by cash 
$144,000, capital assets, $719,000, and accounts payable, $4,000. 


bs 


The following is a summary of the revenue and expenditure for the year ended 
December 31, 1970, together with comparable figures for the preceding year: 


Year ended December 31 


1970 1969 
Revenue— 
Grants: 
aN SER ERAS SE et , REARS AR Ae. oh eee Vak dh ide PERSE Lethe $ 88,000 $ 88,000 
WALCASSLOCeSSOITAMETICAM ET Seam, dus. Lo rear ge nd aloe Ge ON AUe, AR SAAS 88 , 000 88 , 000 
Others ee, Jama rted. try. tenn ce ty eyelid AB. al ital ae: 8,000 9,000 
184, 000 185 , 000 
Expenditure— 
Administration, operation and maintenance: 
Salaries, wages and employee benefits..........0..... 0.6 c cece cece ecees 104, 000 103 , 000 
Repsirennd: mamtenance rs Bit. SORE. Are). Ber I, wet eee. 7,000 6, 000 
EU OTe aes Sie cc ea Nk dn ude ae oe ec ve Be Dein cacay ous aes « 3,000 2,000 
Bir SO SCI COSI oal oo igakes Ciel ag ocho e Da A le wen Oe owe os on 3,000 2,000 
PESELPOTICE SY. eee ES hi ky ee es Oe eee 6c eee eet 3,000 3,000 
ign aheat enn Mowe, ete cht eke eo edt A oem f haere cere yaks oes 3,000 2,000 
Se I Rane yen hee gee atin? Se nee, olen ee i eaves ert a OS 3,000 4,000 
ree OSE, Sie Ci. At yh errs, Bard eee als a Das enin be os Gea eCR 2,000 3,000 
ROPE ECE ON SAMUI ARE Us teat os css sped vv Whe i ae Beate gies aBee:a co Ras oa kg 7,000 5,000 
135 , 000 130,000 
eRe ESSE oan, ee IR vil, ta. 1c Adee ae ee & pak EE bakin is mR one » aetetas 90 , 000 39 , 000 
225 , 000 169 , 000 
lixcess ol expenditure overrevenwe wiih il) .a 5, 4...) ees) oda set Oe. $ 41,000 §$ (16,000) 


The increase 1n expenditure on capital assets in 1970 was due to the acquisition 
of additional property at a cost of $61,000. 


361. Royal Canadian Mint stocks. Prior to April 1, 1969 the Royal Canadian 
Mint was a branch of the Department of Finance and section 20 of the Currency, 
Mint and Exchange Fund Act, R.S. 1952, c.315, required that “the Auditor General 
shall, at least once in each year, inspect the store of bullion and coin at the Mint”. 
Our annual inspections under this Act consisted of a complete count of precious 
metals and coin. 


On April 1, 1969 the Royal Canadian Mint was incorporated by the Royal 
Canadian Mint Act, R.S., c. R-8, and section 20 of the Currency, Mint and 
Exchange Fund Act was repealed. Accordingly, there is now no statutory require- 
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ment that ‘at least once in each year’ the Auditor General inspect the store of 
bullion and coin which remains the property of the Department of Finance. While 
such inspections will be made from time to time as part of our regular audit of the 
Department of Finance, there will not necessarily be a complete annual inspection 
of the store of bullion and coin unless Parliament indicates its desire that this be 
done. 


The Public Accounts Committee discussed this matter at its meeting of May 4, 
1971 but as no reference was made to it in its Sixth Report, presented to the House 
on June 30, 1971, we must assume that the Committee 1s not concerned that there is 
no longer a statutory requirement that the Auditor General make an annual 
inspection of the store of bullion and coin at the Mint. 


The following inventories were inspected as at December 31, 1970: coin, $2,317,- 
000 (face value), gold bullion, $8,049,000, and silver bullion, $1,692,000, held by the 
Royal Canadian Mint on behalf of the Department of Finance; and gold bullion, 
$362,000, belonging to others. 


362. Royal Canadian Mounted Police (Dependants) Pension Fund. This Fund is 
operated under Part IV of the Royal Canadian Mounted Police Pension Continua- 
tion Act, R.S., c. R-10, which makes provision for members of the Force other than 
commissioned officers to provide pensions for their dependants. The Fund is 
credited with contributions and charged with all pensions, annuities and other 
benefits paid. Interest on the principal of the Fund 1s credited at the rate of 4% per 
annum. 


The balance of the Fund at March 31, 1971 was $8,494,000 compared with 
$8,439,000 at March 31, 1970. 


In compliance with section 55 of the Act, we have examined the accounts and 
financial statement of the Fund for the year ended March 31, 1971 and have 
reported thereon to the Solicitor General. The following 1s asummary of the Fund’s 
transactions for the year together with comparable figures for the preceding year: 

Year ended March 31 


1971 1970 
Receipts— 
Contributions by-members. «>. 0 Vere 9 TS A LM PE, $ 233,000 $ 272,000 
Jriterest 4: 345.000 weve dAcon: . bettas Geen ae. Bn doe hee el eee 332,000 328 , 000 
565 , 000 600 , 000 
Disbursements— : 
Withdrawalsrof: contributions 2p hts 8 oo oe eee 373 ,000 351,000 


Pensions to dependanten. 7 oii meen Se «Ss Aa ae 137 ,000 92 ,000 
510,000 443 ,000 


Excess ol receipts Over dispiisementeuc ; ow do vas ats yee ee Gee $ 55,000 $ 157,000 
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The Act requires that an actuarial valuation of the Fund be made every five 
years. The last such valuation was made by the Department of Insurance as at 
March 31, 1969 and like the five preceding quinquennial valuations showed the 
Fund to be in a surplus position. Following each of these valuations since 1949, an 
increase in benefits has been implemented on recommendation of the actuary. 


363. Science Council of Canada. The Council, consisting of a chairman, vice- 
chairman, twenty-three members and four associate members appointed by the 
Governor in Council, was established by the Science Council of Canada Act, R.S., c. 
S-5, to assess Canada’s scientific and technological resources, requirements and 
potentialities and to make reports and recommendations thereon to the responsible 
Minister. 


As required by section 18 of the Act, we have audited the accounts and financial 
transactions of the Council for the year ended March 31, 1971 and have reported 
thereon to the Council and to the Prime Minister. 


The following is a summary of the expense of the Council for the past two 


years: 
Year ended March 31 


1971 1970 

pararies and €InDlOves DENNIS. oc. .o. ncdS vc wee em cow ee a cet wa Re ess $ 574,000 $ 502,000 
PT oressionar and SPeClaC services: sca vec s ete eae es ate a sR Dk ee wee 378 , 000 416,000 
Braveuandremmovali his .te6.. i). tH. PRES). M907. ae THE Wats. 255 110,000 93 , 000 
Pepe e MNETTRO DCL Ee ee Aerie St) toa is Gus coe GOtAG OREN OMEE slic id ce Ghicile dof ADU Pea oa 86 , 000 86 , 000 
Office equipment, furniture, stationery and supplies................... 68 , 000 72,000 
Teton, OF BeDOristand StUICICS 1. 2048 bes. indie bya seg oy Sects me ies 59 , 000 71,000 
PP ClePuOne Clear ams Bl DOSEADEC. 6 wa a5 ee aid ¥ peed ee te we 23,000 20 , 000 
Pio aNCOlisis ar our tee tcc ban wete x Cage ee be eee sf kee ee ee 11,000 10,000 
Gt ROSIE ISO Marte RN ia deg she ys Ure ees a ace dee eats em alg a ae tod $ 1,309,000 $ 1,270,000 
Total expense provided for by— 

Privy Cone, 006.35. (Vote 20 11 P969410) ico oc an waa ew wh es $ 1,185,000 $ 1,149,000 

Government departments which provided major services without charge 124,000 121,000 


$ 1,309,000 $ 1,270,000 


364. Standards Council of Canada. This Corporation was established on October 
7, 1970 by the Standards Council of Canada Act, R.S. (1st Supp.), c.41, and consists 
of six members employed in the public service of Canada, a member for each of the 
ten provinces to be nominated by the Lieutenant Governor in Council, and not more 
than forty-one other members, all to be appointed by the Governor in Council. The 
president was appointed effective November 16, 1970 but no other members had been 
appointed by March 31, 1971. The objects of the Council are to foster and promote 
voluntary standardization in fields relating to the construction, manufacture, pro- 
duction, quality, performance and safety of buildings, structures, manufactured 
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articles and products and other goods, and to further international co-operation in 
the field of standards. 


The following is a summary of the operations of the Council from the date of 
inception on October 7, 1970 to March 31, 1971: 


Income— 

Grant to assist in establishing a national standards association............. $ 155,000 
Expense— 

SALANIES ADG WALES satin ys «kd ac sie. ESET eee) EAR Fe ee ven oa $ 18,000 

ACOULITMOC ALON AES teas HES. (se Weke, Lats che, aaa treks, Pees eee oe 1,000 

COOROT Saree es pate: Rema aes x enti c hashes ye titan ey Setiys ROR eee aoe ae ee eee 2,000 21,0C0 


Tixcess of INCOME OVEr CXPENSE sti) evoke) ooh alatan ale us SE ea ae we $ 134,000 


The grant of $155,000 to finance operations to March 31, 1971 was provided to 
the Council from Industry, Trade and Commerce Vote 5, Trade-Industrial Program. 
The unexpended balance of the grant at the year-end was held for the Corporation 
in a suspense account of the Department of Industry, Trade and Commerce. (See 
paragraph 88 of this Report.) 


* * * * 


The past year has seen a continuation of the difficulties which have beset the 
Audit Office for many years in the areas of staffing and pay. In the face of these, I 
would like to pay tribute to the loyalty and devotion of the members of the staff all 
of whom have continued to discharge their tasks in the best tradition of the Public 
Service of Canada. 


I am confident that justice and fair play will prevail and that the difficulties in 
question will eventually be overcome. 


A.M. HENDERSON 
Auditor General of Canada 


February 29, 1972 


eo 
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APPENDIX 1 


RECOMMENDATIONS AND OBSERVATIONS BY THE STANDING COMMITTEE ON 


PUBLIC ACCOUNTS NOT YET IMPLEMENTED OR DEALT WITH 


Fourth Report 1963—presented to the House on December 19, 1963 


1. SECOND CLASS MAIL. The Committee expressed its belief that early consideration should be 


given by Parliament to ways and means of covering the loss of the Post Office Department in 
handling second class mail and requested the Auditor General to keep the matter before 
Parliament in his annual Reports 1n order that subsequent committees may give consideration 
Toit, 


In its Fourth Report 1966-67 the Committee stated that it felt that there was something 
wrong when no action had been taken with respect to, and apparently very little consideration 
given to, its recommendation on this matter. The Committee first drew the matter to the 
attention of the House in its Third Report 1958 and, while minor changes had been made, the 
annual loss had continued to increase and the Committee was of the opinion that sufficient 
consideration had not been given to the solution of this problem. It considered it essential that 
the:Post Office Department or Parliament immediately find ways and means of covering the 
loss of the Post Office Department in handling second class mail without this being done at 
the expense of other classes of mail, keeping in mind, however, the need of assistance to small 
independently-owned newspapers circulating in rural areas. See paragraph 158 of this Report. 


Fourth Report 1964-65—presented to the House on July 28, 1964 


. GOVERNOR GENERAL’S SPECIAL WARRANTS. The Committee recommended that a study be 


made of Governor General’s special warrants. 


Sixth Report 1964-65—presented to the House on October 20, 1964 


. ASSISTANCE TO PROVINCES BY THE ARMED FORCES IN CIVIL EMERGENCIES. The Committee 


noted that certain provinces had not settled outstanding accounts with the Department of 
National Defence relating to assistance provided by the Armed Forces in civil emergencies in 
prior years. It also noted that as the Department had not been successful in collecting the 
accounts, they had been referred to the Executive for direction but such direction had not as 
yet been received. The Committee directed the Auditor General to inform it of the final 
outcome of these matters. 


In its Fifth Report 1968-69 the Committee expressed the opinion that, while the Federal . | 


Government should continue to assist the provinces in civil emergencies, outstanding accounts 
should be settled in view of the agreements to pay, or agreement must be reached on 
cost-sharing. It considered that this item should be included on the agenda of a future 
Federal-Provincial Conference for clarification and requested the Auditor General to keep it 
informed on further developments. See paragraph 109 of this Report. 


. ERRORS IN PUBLIC SERVICE SUPERANNUATION ACCOUNT PENSION AND CONTRIBUTION CALCULA- 


TIONS. The Committee expressed concern that this matter (first drawn to the attention of the 
Department of Finance by the Auditor General in 1959), which it regards as being very serious, 
is taking so long to be ¢orrected. It requested the Auditor General to keep it fully informed. 


In its Seventh Report 1966-67 the Committee noted that immediate steps were being taken 
to include in the internal auditing procedures of the Superannuation Branch an examination 
of the employee’s contributions in relation to his salary and the documents on file. It 
requested the Auditor General to continue to keep it fully informed. See paragraph 188 of this 
Report. 
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5. INTEREST CHARGES ON LOANS TO THE NATIONAL CAPITAL COMMISSION. The Committee 

in its Fourth Report 1963, it had expressed the view that since outlays on 

properties such as those held by the National Capital Commission are expenditures of the 

Crown rather than income-producing investments, it would be more realistic were Parliament 

asked to appropriate the funds in the years in which properties, which are not to be specifically 

held for resale, are to be acquired, instead of leaving the expenditure involved in the 
repayment of loans to be absorbed in future years. 


After hearing further evidence, the Committee stated it continues to hold the view that 
outlays on properties such as these are expenditures of the Crown rather than income-produc- 
ing investments, and that Parliament should be asked to appropriate the funds in the years in 
which the properties are to be acquired. It pointed out that if this were done it would eliminate 
the need for Parliament to appropriate funds to the Commission to service loans made under 
the present practice. The Committee repeated its request that the Department of Finance 
review the existing practice with the National Capital Commission with a view to placing the 
financing of the Commission on a more realistic basis. 


In its Seventh Report 1966-67 the Committee repeated its views on this matter and stated 
that it was glad to note the undertaking of the Department of Finance to review and discuss 
the accounting treatment involved with the Auditor General. See also item 17 of this Appendix 
and paragraphs 55, 239 and 307 of this Report. 


6. INDIRECT COMPENSATION TO CHARTERED BANKS. The Committee recalled that, in its Fourth 
Report 1963, it had advised the House that it was in agreement with the view of the Auditor 
General that the arrangement existing between the chartered banks and the Government of 
Canada does constitute indirect compensation to the chartered banks and that this may be 
construed as being contrary to the intent of section 93(1) of the Bank Act. 


The Committee reiterated its belief that, if the banks are to be compensated for services 
provided to the Crown, consideration should be given to the most equitable manner in which 
this may be done, with statutory sanction being given by means of an appropriate amendment 
to the Bank Act, possibly at the time of the decennial revision in 1965. 


In its Seventh Report 1966-67 the Committee noted that notwithstanding this reeommen- 
dation, Bill C-222, An Act respecting Banks and Banking, given first reading on July 7, 1966, 
includes a provision under subclause (2) of clause 93 designed to permit the continuation of the 
practice of compensating the banks indirectly for services provided to the Crown by keeping 
non-interest-bearing funds (currently an aggregate of $100 million) on deposit with them. 


In the opinion of the Committee the proposed amendment does not meet its reeommenda- 
tion. See paragraph 77 of this Report. 


Seventh Report 1964-65—presented to the House on December 7, 1964 


7. SURPLUS ASSETS DISPOSAL. The Committee expressed deep concern that while physical inven- 
tory quantities are maintained and are readily available in respect of all the equipment and 
supply items maintained by the Department of National Defence, the purchase cost of the 
materials, including supplies and equipment stores at supply depots and at repair and 
overhaul contractors’ establishments, is not available. In accordance with sound business 
practice, it would be reasonable to ascertain, for the purposes of financial management control, 
the value of the inventory and what it costs to store and handle such an inventory. 


While the Committee expressed its satisfaction with the supervisory methods exercised by 
the Department of National Defence over its physical inventory quantities, 1t did not see how 
the Department can perform a really effective job of inventory management without knowing 
the value of the inventory and what it costs to carry it. Furthermore, the lack of any cost or 
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carrying values has rendered it difficult for the Committee either to form any reasonable 
estimate of the value of the supplies on hand or to determine what would seem to be a 
reasonable inventory level for a department the size of the Department of National Defence to 
maintain for the requirements of the three Armed Forces. In this connection it should be borne 
in mind that appropriations approved for the Department of National Defence have aggregat- 
ed an average of $1,646 million annually, of which $421 million related to equipment, 
materials and supplies, over the past five years so that it does not seem unreasonable for the 
Committee to expect that some maximum dollar figure of values should be established to 
govern the size of the inventory. It was explained to the Committee by the officials of the 
Department of National Defence that the Department has been studying this matter for some 
time and the hope is entertained that it will be possible in due course to record the dollar value 
of this stock subject to the extent to which the recommendations of the Royal Commission on 
Government Organization are implemented in the years ahead. The Committee found general 
agreement that the determination of this would contribute materially to an improvement in 
the management of an inventory of this size. 


The Committee made four recommendations of which the following has not yet been 
implemented : 


that every effort be made by the Executive to introduce at as early a date as possible an effective 
accounting change in the operations of the Department of National Defence whereby inventory 
quantities can be costed on acquisition and recorded in the quarterly or periodic inventory 
listings made by the Department. 


Eighth Report 1964-65—presented to the House on December 7, 1964 


8. AWARDS UNDER THE PENSION ACT. The Committee made the following recommendations 
designed to clarify the Act: 


(a) that the extent of the powers delegated to the Commission under section 25 of the Act, “to grant a 
compassionate pension, allowance or supplementary award in any case that it considers to be 
specially meritorious” where the applicant is otherwise unqualified to receive such an award, be 
clarified by defining the term “‘specially meritorious” ; 


(b 


— 


that the ambiguity under the Act whereby section 40 (2) appears to contemplate that a pension in 
respect of death of a member of the forces be limited to a single class of recipient whereas other 
sections of the Act provide that payments in respect of a death may be made concurrently to a widow 
(section 37), children (section 26) and parents (section 38), be eliminated ; 


(c) that the inconsistency apparent under section 38 of the Pension Act, where pensions awarded to 
widowed mothers under subsection (3) thereof, which requires that the parent must be incapacitated | 
by mental or physical infirmity from earning a livelihood, are by reason of subsection (7) being | 
continued in payment even though the widowed mothers have subsequently been able to undertake 
full-time employment, be removed ; 


(d) that consideration be given to adding a section to the Pension Act similar to section 18 of the War 
Veterans Allowance Act to deal with cases where it appears to the Commission that there had been a 
deliberate disposal of property for the purpose of qualifying for a dependent parent award ; 


(e) that, having regard for section 40 (1) of the Pension Act which provides that no person shall be 
awarded more than one pension in respect of death, the Commission reconsider the legality of its 
decision to permit an award to a dependent parent of a second pension in respect of the death of a 
child after the rights to a pension awarded in respect of the death of another child have been lost 
under the terms of section 45 (2) of the Act. 


9 WAR VETERANS ALLOWANCES. The Committee made the following recommendations: 


(a) the Committee, after taking note of the increasing number of overpayments arising mainly from 
veterans making false or misleading statements, and of the fact that, although 80 such cases had been 


10. 


Ele 


12. 


13. 


14. 
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referred to the Board by the Auditor General in 1962 and 1963, in none of these had legal action been 
instituted, recommends that all cases of deliberate deception which come to notice be vigorously 
prosecuted ; 


(b) that in cases where the presence of a child is the reason for an award at married rates, the income of 
the child, except income specifically exempted under the Act, be taken into account in determining 
the amount of the award. 


In its Fifth Report 1968-69 the Committee expressed concern that its previous recommen- 
dation that cases of fraud with respect to war veterans allowances be ‘“‘vigorously prosecuted”’ 
could be interpreted by some as indicating that the Committee’s sole interest is in the recovery 
of the money. The Committee was aware that there may be mitigating circumstances and 
therefore reeommended that the word ‘‘vigorously”’ be deleted. 


AMENDMENTS TO THE CUSTOMS ACT AND THE EXCISE TAX ACT. The Committee made four 
recommendations of which the following has not yet been implemented (see paragraph 149 of 
this Report): 


Determination of ‘sale price’ for sales tax purposes— 


that an amendment be made to the Excise Tax Act designed to give statutory sanction to the 
existing scheme of valuation followed by the Department of National Revenue in authorizing 
manufacturers by regulation to compute the sales tax on less than the actual sale price. 


AUDIT OF THE OFFICE OF THE AUDITOR GENERAL. The Committee noted that pursuant to the 
provisions of section 75 of the Financial Administration Act, an officer of the public service 
nominated by the Treasury Board examines and certifies to the House of Commons in 
accordance with the outcome of his examinations the receipts and disbursements of the Office 
of the Auditor General. 


The Committee recommended that this section of the Financial Administration Act be 
amended to provide that the receipts and disbursements of the Office of the Auditor General 
be examined by a qualified person nominated by Parhament through its Standing Committee 
on Public Accounts, and that such person should report thereon to the House of Commons. In 
its Third Report 1966-67 the Committee reiterated this recommendation. 


Third Report 1966-67—presented to the House on June 28, 1966 


SEPARATE ACT OF PARLIAMENT. The Committee is of the opinion that all of the characteristics, 
duties and functions of the Office of the Auditor General should be set out in a separate Act of 
Parliament governing this Office instead of being a part of the Financial Administration Act. 


The Committee reiterated this opinion in its Fifth Report 1969-70. 


STANDING COMMITTEE ON PUBLIC ACCOUNTS. The Committee has studied an arrangement in 
Australia whereby the Public Accounts Committee is appointed under an Act of Parliament 
instead of under terms of reference by the House of Commons as Is the case in Canada. 


The Committee believes that control of public expenditure of the size and complexity 
taking place in Canada today requires a Committee established by statute and recommended 
that legislation of this type be introduced in the House. 


In its Thirteenth Report 1966-67 the Committee reiterated this recommendation and 
further recommended that the annual Public Accounts and the Report of the Auditor General 
be referred to the Public Accounts Committee at the time they are tabled in the House. 


Fifth Report 1966-67—presented to the House on October 19, 1966 


POSSIBLE LOSS OF REVENUE WHEN GOODS LOSE TAX-EXEMPT STATUS. The Committee noted the 
manner in which the Customs and Excise Division of the Department of National Revenue 
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places on owners and importers the onus for reporting any duty or tax which might become 
payable on non-tax pald equipment or goods. The Department maintains no control on such 
goods and consequently it is possible for equipment or goods to lose tax-exempt status without 
this coming to the attention of the Department, in which case there would be a loss of revenue 
to the Crown. 


The Committee urged the Department to strengthen its procedures wherever possible so as 
to minimize any possible loss of revenue to the Crown. 


. DRAWBACK PAID ON GOODS DESTROYED AFTER RELEASE FROM CUSTOMS. The Committee was 


concerned to note that it had been the practice of the Department of National Revenue 
(Customs and Excise Division) to reeommend to the Governor in Council that duty drawbacks 
or remissions be made on goods ‘‘destroyed in Canada at the expense of the owner under 
Customs supervision’”’ when section 22(6) of the Financial Administration Act directs that: ‘“‘No 
tax paid to Her Majesty on any goods shall be remitted by reason only that after the payment 
of the tax and after release from the control of customs or excise officers, the goods were lost or 
destroyed.” 


The Committee is of the opinion that the Department should adopt a stricter attitude 
towards requests for refunds and remissions based on circumstances which lie outside of normal 
business practice. 


TAX EXEMPTIONS FOR PARTICULAR GROUPS. Parliament from time to time grants exemptions 
from sales tax and/or other taxes to institutions such as hospitals or schools and groups of 
consumers such as loggers, farmers, etc. In the course of discussions with departmental officers 
and the Auditor General, there were indications that in some cases the benefits of such tax 
exemptions are enjoyed by those whom Parliament had not intended to assist. The Committee 
is aware that special exemptions increase the complexities of administering the tax law but, 
nevertheless, it feels that the laws must be administered so as to ensure that exemptions 
granted by Parliament are applied only in the way Parliament intended. 


The Committee urged the Customs and Excise Division of the Department of National 
Revenue in its administration of special exemptions always to see to it that the benefits from 
these exemptions go to, and only to, those for whom Parliament intended them. 


Seventh Report 1966-67—presented to the House on October 26, 1966 


LOANS AND ADVANCES REPRESENTING GRANTS TO CROWN CORPORATIONS. The Committee 
again criticized the practice of treating amounts paid to a Crown corporation, which did not 
have means to repay them, as loans and advances rather than expenditures of the Crown. The 
Committee was disturbed to learn that not only had the financing in this manner of the 
National Capital Commission not been reviewed by the Department of Finance as requested 
by it (see item 5) but the practice had been continued and further extended by the Department 
of Finance in 1965 when the House was asked to approve loans aggregating $14,250,000 to the 
Canadian Broadcasting Corporation to finance capital requirements which in the past were 
financed by grants charged to budgetary expenditure. 


The Committee again expressed the opinion that expenditures of this type are not loans 
or advances which can or should be regarded as revenue-producing assets but are in fact grants 
and should be charged directly to budgetary expenditure in the Public Accounts of Canada. 
The Committee noted the undertaking of the Department of Finance to review and discuss the 
accounting treatment involved with the Auditor General and expects the latter’s report 
thereon in due course. See paragraphs 55 and 239 of this Report. 


The Committee discussed this matter with officials of the Canadian Broadcasting Corpo- 
ration at its meeting on January 20, 1970, and in its First Report 1969-70 the Committee 
reiterated its view that it seems a questionable practice to treat amounts paid to a Crown 
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corporation, which does not have the means to repay them, as loans and advances rather than 
as expenditures of the Crown. The Committee understood from officials of the Corporation 
that their preference was that the amounts be treated as grants rather than loans and stated its 
intention of pursuing the matter further when the officials of the Department of Finance 
appeared before the Committee. 


PRAIRIE FARM EMERGENCY FUND. The Committee believes it is important that the matters 
referred to by the Auditor General in paragraph 46 of his 1964 Report and paragraph 52 of his 
1965 Report be rectified and recommended that appropriate legislation be introduced as soon 
as possible. It requested the Auditor General to keep the matter before the House and the 
Committee. 


Eighth Report 1966-67—presented to the House on November 3, 1966 


REPAIRS AND ALTERATIONS TO CANADIAN COAST GUARD SHIPS. The Auditor General, in 
paragraph 85 of his 1964 Report, drew attention to an instance where a ship repairer 
commenced operations under a contract involving a consideration of $43,346 but the work 
actually performed under the contract amounted to $130,851 before the ship was returned to 
service. 


The Committee appreciates the problem faced by the Department of Transport when 
ships for which certain repairs have been contracted for require additional repairs, the need for 
which is not evident until the ship 1s opened up. 


The Committee also appreciates the danger pointed out by the Auditor General that a 
shipyard could deliberately bid too low for the repairs specified in order to get the ship into its 
yard, and then recoup any loss sustained by including excessive profits in charges for the 
carrying out of the additional work that is found to be required after the ship has been opened 
up. The Committee feels that everything possible should be done to assure the Canadian 
taxpayer that the tender system in the case of ship repairs is working to ensure that costs of 
these repairs are not excessive, and it discussed with departmental officers various ways in 
which this continuing problem might be overcome. 


The Committee recommended that, in addition to all other methods which the Depart- 
ment might be able to employ in controlling the cost of extras, ship repair contracts be drawn 
up to provide that when extras are involved they shall be undertaken on a cost-plus or a 
modified cost-plus basis, the profit to be limited to the percentage of profit realized on the 
original contract price, with a proviso that no loss be suffered on the extras and with the entire 
contract subject to cost audit by government auditors. 


This activity is now the responsibility of the Department of Supply and Services. 


COST OF ABANDONED DESIGN PLANS FOR FERRY VESSEL. The Committee discussed with officers 
of the Department of Transport and the Canadian National Railways the additional payment 
of $20,000 which had to be made to the architects who were preparing plans for a ferry vessel to 
operate between Newfoundland and the mainland. 


In the opinion of the Committee this additional expenditure resulted because the Depart- 
ment and the C.N.R. had not come to an agreement as to whether the ferry vessel was to be a 
full icebreaker or simply an ice-strengthened ship, and emphatically stated that the Depart- 
ment should ensure in future that agreement is reached before architects are asked to proceed 
with the preparation of plans. 


Although the Treasury Board had approved payment to the architects of the final amount 
of $130,000 for the preparation of these plans, the Board had not been advised that this 
represented an increase of $20,000 over the amount which the architects had originally agreed 
to accept for the assignment. 
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The Committee feels very strongly that the Treasury Board must be given all facts when 
it is being requested to approve of contracts, and it urged the Department to see that future 
submissions to the Board are complete 1n this respect. 


The Committee, recognizing that the ferries operated by the Canadian National Railways 
on behalf of the Department of Transport are in effect rail links, reeommended that considera- 
tion be given to the assuming by the Railways of responsibility for the procurement of ferry 
vessels as 1s done with respect to rolling stock requirements. 


Tenth Report 1966-67—presented to the House on February 7, 1967 


SALARIES AND WAGES PAID FOR WORK NOT PERFORMED. The Committee reviewed the practice 
of the Canadian Broadcasting Corporation in making payments to employees for scheduled 
hours during daily or weekly tours of duty in excess of actual hours of attendance, noting that 
such payments aggregate $450,000 per annum. The Committee considered that public funds 
should not be disbursed for work not performed and that managements of Crown corporations 
have a responsibility to ensure that the taxpayer’s money is not used for non-productive work 
of this nature. The Committee recommended that such payments be eliminated by the 
management as and when the present union agreements come up for renewal. 


The Committee again reviewed this practice when officials of the Canadian Broadcasting 
Corporation were before it on January 29, 1970, and in its First Report 1969-70 the Committee 
recommended that the Canadian Broadcasting Corporation negotiate with the unions 
involved in an endeavour to eliminate such payments. The Committee was also of the opinion 
that an effort should be made to have all CBC union contracts terminate at the same time. 


PROPOSED REMOVAL ALLOWANCE. The Committee recommended that the Department of 
National Defence give consideration to recommending the establishment of a cash allowance 
for members of the Armed Forces being transferred equivalent to 90% of the estimated costs of 
moving their furniture and that it advise the Chairman of the Committee and the Auditor 
General of its decision. 


In its Fifth Report 1968-69 the Committee noted that the Deputy Minister of National 
Defence had advised that disadvantages in such a scheme were such as to make it unwise to 
establish a cash allowance. However, the Committee remained of the opinion that serious 
consideration should be given to such a plan and requested the Deputy Minister of National 
Defence to review this subject and report. 


Eleventh Report 1966-67—presented to the House on February 7, 1967 


CENTRAL MORTGAGE AND HOUSING CORPORATION—REPORTS OF THE AUDITORS. The Commit- 
tee is of the opinion that it is entitled to be furnished with copies of all reports made by the 
external auditors of any Crown corporation and requested that the Minister responsible for 
Central Mortgage and Housing Corporation instruct the Corporation to make these available 
to the Committee for the fiscal years ended December 31, 1963 and December 31, 1964 and to 
do so without further delay. 


Twelfth Report 1966-67—presented to the House on February 9, 1967 


RECONSTITUTION OF FINANCIAL STRUCTURE OF THE NATIONAL HARBOURS BOARD. The Com- 
mittee 1s concerned that there appears to be little prospect of the National Harbours Board 
being 1n a position to meet its principal and interest obligations and recommended that the 
financial structure of the Board be reconstituted. In this connection it was pleased to receive 
assurances that this matter was to be dealt with by the Department of Finance and the Board 
within the next twelve months. See paragraphs 257 and 308 of this Report. 
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Thirteenth Report 1966-67—presented to the House on March 1, 1967 


PARLIAMENTARY CONTROL OF EXPENDITURE. The Committee expressed the opinion that there 
is a weakening of parliamentary control when Parliament is unable to take the time to 
examine in detail the amounts being requested as interim supply particularly when these 
exceed the normal one-twelfth for each month for which interim supply is requested. It 
considers it unfortunate that the parliamentary rules do not provide for immediate considera- 
tion of the Estimates after they are presented to the House so that the proposed spending can 
be approved and interim supply would not be required so extensively. It feels that the rules 
could and should be changed in this regard in order not only to strengthen parliamentary 
control of public funds but to give the Executive the clear mandate it deserves in the discharge 
of its heavy responsibilities. 

‘The Committee submitted recommendations designed to strengthen parliamentary con- 
trol of public expenditures in the future of which the following is still outstanding (see 
paragraph 51 of this Report): 

that there be no change in the Treasury Board’s procedure whereby it 1s the agency which determines 

the Government’s overall cash requirements in stated areas, e.g. salary increases. However, once this 

determination is completed and the individual departmental needs established, the Committee 

believes that the additional amount required by each department should be made the subject of a 


supplementary estimate prepared by the department concerned for submission to Parliament for its 
consideration and appropriation 1n the usual manner. 


Fifth Report 1968-69—presented to the House on June 26, 1969 


EXCESSIVE ADVANCE PAYMENTS UNDER CONTRACTS. The Committee noted that an advance 
payment of $6.7 million, the full amount of a contract, had been made in March 1966 under a 
contract entered into on March 21, 1966. The Committee did not approve of the circumventing 
of the lapsing provision of section 35 of the Financial Administration Act in this way and 
recommended that the Treasury Board instruct departments not to contract themselves into 
obligations to make advance payments in order to avoid the lapsing of any portion of an 
appropriation. See paragraph 120 of this Report. 


First Report 1969-70—presented to the House on February 12, 1970 


EMERGENCY BROADCASTING. Although the costs incurred by the Canadian Broadcasting 
Corporation in providing the emergency broadcasting service had been reduced, the Commit- 
tee expressed the opinion that the costs should be borne by the organization receiving the 
service and that the estimates of the Canadian Broadcasting Corporation should be reduced 
accordingly. 


Second Report 1969-70—presented to the House on March 4, 1970 


CO-ORDINATION OF RESEARCH AND DEVELOPMENT ASSISTANCE TO INDUSTRY. The Committee 
expressed the opinion that a central record of payments to various companies, by departments, 
should be kept by the Department of Industry, Trade and Commerce to prevent a possible 
duplication of effort and possible duplicate grants of funds. 


Fourth Report 1969-70 — presented to the House on June 23, 1970 


DELAY IN COLLECTING SALES TAX. The Committee noted that some licensed manufacturers 
prefer to collect sales tax on all their sales including sales of fully manufactured goods 
purchased by them for resale on which they had already been required to pay sales tax. In such 
cases the Department of National Revenue, by regulation, permits them to immediately 
deduct any sales tax paid by them on these purchases from amounts currently due to the 
Department with respect to their taxable sales. The effect of this regulation is that a 
manufacturer’s inventory of fully manufactured goods purchased for resale is carried free of 
sales tax and the requirement of the law that sales tax be paid at the time of purchase of fully 
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manufactured goods for resale is completely negated. The Committee, noting that there was 
no loss of revenue and that the Department was of the opinion that the practice being followed 
was less cumbersome than the practice called for by section 30 of the Excise Tax Act, expressed 
the opinion that an amendment to section 30 of the Excise Tax Act should be sought. See 
paragraph 150 of this Report. 


PROVISION OF NAVIGATIONAL AIDS WITHOUT CHARGE TO USERS. The Committee expressed the 
opinion that, in line with Government policy and the recommendation of the Royal Commis- 
sion on Government Organization, the Department of Transport should apply user charges 
where possible in connection with the provision of navigational aids, and in those areas where 
user charges are not feasible, the Department of Transport should seek authority from the 
Executive to continue to supply the services without charge. 


First Report 1970-7 l—presented to the House on November 26, 1970 


INCREASING ACCOMMODATION RENTAL COSTS. The Committee noted the increasing cost of 
rentals by the Crown and recommended that accommodation and damage costs be made a 
charge to each department’s appropriation rather than have the Department of Public Works 
pay a large part of this sum out of its own appropriation. The Committee expressed the view 
that this change might make departments willing to seek more modest accommodation in an 
effort to keep their estimates within reasonable bounds. See paragraph 165 of this Report. 


Third Report 1970-7 l—presented to the House on January 28, 1971 


CANADIAN BROADCASTING CORPORATION—HOTEL ACCOMMODATION RATES. In the course of a 
special study of travel expense claims of the Canadian Broadcasting Corporation the Commit- 
tee noted that bench-mark hotel accommodation rates had been set for locations in Canada 
and recommended that similar bench-mark hotel accommodation rates be established for all 
centres wherever feasible. 


CANADIAN BROADCASTING CORPORATION—PER DIEM TRAVEL ALLOWANCES. The Committee 
recommended that where possible, per diem allowances to cover meal costs including gratul- 
ties, should be established for all areas for which there are now no per diem rates. 


Fifth Report 1970-7 1—presented to the House on March 10, 1971 


FEDERAL-PROVINCIAL SHARED-COST PROGRAMS. In accordance with the suggestion of the 
Auditor General, the Committee recommended that a detailed summary of federal-provincial 
shared-cost programs be provided as an appendix to the Public Accounts to show the federal 
share of the cost of each program on an annual and cumulative basis. The Committee further 
recommended that the information on the federal share of each program be provided by 
province. See paragraph 210 and Appendiz 2 of this Report. 


. CENTRAL MORTGAGE AND HOUSING CORPORATION—FINANCIAL STATEMENTS. The Committee 


noted that certain of the Corporation’s transactions involving expenditure which is subse- 
quently recovered by the Corporation from the Department of Finance are not fully reflected 
in the Corporation’s financial statements. The Committee recommended that the transactions 
and their relation to the financial statements be fully explained in the Corporation’s accounts. 


Sixth Report 1970-7 1—presented to the House on June 30, 1971 


LEASE RENEWALS. The Committee had become aware of instances where after a lease on public 
property had expired, the Crown had accepted continued rental payments beyond the expiry 
date and before the lease was renewed and then found that it had been unable to set a higher 
rental rate for such period without the lessee’s consent because the original rental rates had 
been accepted unconditionally in the interim. Noting with approval that the Department of 
Transport now places in all leases with renewal options a clause stipulating that rental 
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payments accepted after the expiry of the original term would be conditional only, the 
Committee recommended that this practice be adopted by other departments and Crown 
agencies. 


RECOVERABLE COSTS OF INDO-CHINA TRUCE COMMISSION. Noting that Canada had incurred 
costs totalling $2,772,000 in connection with its membership on the Indo-China Truce Commis- 
sion, which it had been unsuccessful in recovering because of the failure of other participants 
in the Commission to meet their share of the operating costs of the Commission, the 
Committee recommended that the Department of External Affairs consider the advisability of 
taking diplomatic initiatives to resolve the situation. See paragraph 244 of this Report. 


LIMITED COMPETITION FOR GOVERNMENT BUSINESS. The Committee recommended that as 
existing procurement contracts for security printing, such as postage stamps, revenue stamps, 
and passports expire, competition be broadened to include 1n competitive tendering qualified 
Canadian firms. See paragraph 185 of this Report. 
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EXHIBITS 
(as published in the Public Accounts) 


Statement of Expenditure and Revenue for the fiscal year ended March 31, 1971 (with 


comparative neures for the preceding fiscal year) 5... 5 cece peers ve se. Hele Exhibit 1 
Statement of Assets and Liabilities as at March 31, 1971 (with comparative figures 

eerie lerChte, LO (OMe woloon nd a8 nccenhegin bos ote Gate vB e eo ane 6 oe aoe ee ete Exhibit 2 
Summary of Appropriations, Expenditures and Unexpended Balances by Departments 

Pore mecaavesr ended March 31, TOU Ue nc ee es ee eae Exhibit 3 
Summary of Revenue by Main Classification and Departments for the fiscal year 

HC en solves Gla re Tila BSG Ds a rc eee rh oe er eee he om annem gg eae ft Co Exhibit 4 


Budgetary Expenditure by Standard Objects for the fiscal year ended March 31, 
1971 (with comparative figures for the preceding fiscal year)................. Exhibit 5 
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THE GOVERNMENT 


STATEMENT OF EXPENDITURE AND REVENUE FOR 
(with comparative figures for 


EXPENDITURE 
Fiscal year ended 
March 31, 1971 March 31, 1970 
Bre LUNE Vga: ey a eR Ce eee Re Aa OmNPeRE gh os SN ORM ce earn fich rk ans 1m $ 277,005,746 $ 382, 256, 318 
(COMMIMUNIC ATION Se ict t54 brates Seay Oe tt ee he ele aes 13, 896, 987 13,428,715 
[Get AR OT nc, 2t ts Re ENE INTER Anaad BA, Deals DMR imran Ceara ied ten ctihy a ttn wing racy? MONEE RAS 368, 595,978 340, 515, 599 
(CONSHINIE RADU OLDOFA UE, 2h ELAIES sc tema & nc dein Fier R a wa Pace ele fended tre Ge RA Bona Rea ee aa eae 20,219, 433 16, 697, 483 
Energy, Minestingd | Resources ey mccnas Oh Barcbeiaine avpncies Se daui ee geil ay aod uaecincieae ARTI oy 2c - 123, 061,075 120, 858, 553 
PEORIRIC CE MOTE «665.0 scutes cach waa end Winge ach ae kant Wh Geek ts MRE: Pere eS aa ete Re en See 76, 685, 608 74, 885, 613 
PUG Ge ree PA ET BIT Ss bok ope ee wav avs £ see ane alee dein dlclam njacoiw dO RARE Mee et eer yte. tk aie 281, 585, 333 242,225, 671 
Finance— 
Public debtieharcests ae eee. ye NY, ES ee BE. ee aa get teas He 1, 822, 843, 841 1,716,928,645 | 
Fiscal, tax-sharing, subsidies and other payments to provinces...............0..0ee eee 1, 228, 946, 153 932,420,487 
OENEE CX PONOONTE, «hots ake nutes endian ame Dein Nee ae Men Siete Ph eh pie Boman Dane Me er bade MS 83, 699, 588 191,774,204 
3,185, 489, 582 2,841, 128, 886 
Auditor tronerals 700004 002 Be TT a ea a 8 EEL were aah ret ole... creas 3,105,045 2,865, 748 
ITC TORN Gree eee tc UADE Pee Ace A MRO AN bop NO eel Re RAO TR a Je) LTRS reed eerie BO ees Ae Nee 949,778 945, 102 
Pishories and -FOrestry cao cs New vacacpeee bene wens acele arale a e ae e ania See he et Bee AER Se See 79, 831, 473 76, 866, 896 
Governor Generaland Lieutenant-Governors ... eves see ese eens edn enamespuusceakeunda 1,152, 820 1, 124,040 
Indian Affairs and Northern Development.................... Oe Ones Cree in arrern ce ard 355, 306, 017 305, 912,350 
Industry; Trade. and: COMLMETCE frees Se. cot ci he Ae e Le eee Oe Ot Oe SES And», AN RS a Be 250, 568, 846 296, 130, 133 
ERS: G SSRN € oa URC ALAM eT tied Pa Oe RAN Re EROS MGS ee on REPT D Me IAN eons 22,734, 406 19, 661,561 
tp) CVeRL NRRL nets key ee eye he Oe OR AR RUN een ae Ea NA Ted MO Re PO EA IRIWNS e AB DE Aiur tS yin ecb ive 4 13,477, 846 LOS 
A HETMDIOV NON LHSITANCe: OTN TNISSION:s ool chi Cals oe akan g we Se ala lk ae habia trea oe 178,051, 441 143, 447, 255 
NianpOWEer anh mnie ratio yas aye ati. Para ho Ged ey wens ~ademcrdi ee <hweln Ba cecgeie Bo Gaal 570, 750, 039 439, 510, 592 
National Defence— 
IDE LEMCORSOEV 1 CES cruel enero oe net ac de eR oe care nanee Wa Aronaieda Cerca ti Can eee aan Toi 218) vit 1,541, 765, 353 
IDETENCESTESCAT CL ee Te eee li Sd te te ict Re Bo Ste) ce SN ey mee eee 45, 862, 787 44,121,189 
SOL MCTVORDENOLIGIIO: seminar yk Ae ol ON ee ee, Som WS a Bios e Uyeda a auld tear cd el ae Otc 254, 795,313 202, 541, 294 
Le Side Sr Onell 1,788, 427, 836 
National Health and Welfare— 
EIS SUG WACOS aah nee erat aie, capes amulets athe Soo raae on gM os lees kN cae ee ed oe, aL tae 557, 877, 824 560, 049, 929 
STEP OX NCI THULE... ncantete as Wane tee ae cian Bema ea tele it nt Ng Car tees ates we aia Br his 1,781,726; 151 1, 396, 673, 609 
2,339,602, 975 1,956,723, 588 
eee Got te AM St calgsi si! (cae RN Mal anit ROMNEY BBE rene 1  Fay aR py ari A ae RIE Arad aR ee aI LER ete COP re Up dy | 158, 833, 608 144, 583, 159 
1 2Ssiral Be W eo ed sy ake eek ets Rg Rh a et Maat ME enna AER) OTL, flee Ny Mn AN SI AB aes Oe Sam ate PAE ent SR 27,235,651 22,988, 752 
MEE VAN We OMG er ner. iors italien eB mys hea dal en ae SS A Me ea hee a, Se PR dr aR 13,054, 951 11,597,090 
Central Mortgage and Housing Corporation vc..% cancaene ss sone seabuaee asco uss asageus 46, 987,307 43, 590, 285 
SES ORR etc Ltn Lattice Caines Chae 1 Ra ae ar eee Aen Le Wea Goa BCS oa SNE eee Ne ee 330, 657, 604 286, 772, 698 
PEGiONSL TCOROTIIG 11S PANS IIT te oes oe tis NE ac INV. she fe Vag tka oy ouatist aocaare aoc cual Pe he deal 326, 230, 514 236, 060, 698 
GCP CAT y Oha5 61 UG mere are od hry re Ohare & rate meee Od Care Oe rode Seana ch tei AM ed cata hme CA a 541,939, 869 387, 156, 247 
Canadian Bros casting CoOrmorabian. occ. sc iebe ae aa ere dae eens beable dee bees ane eee 166, 000, 000 166,000, 000 
GICLEE CrOnOral Win Gi eatencke) son hans hth en tee PAIL ath. ot NN ree et 76,484, 241 70, 820, 435 
Oia. (ana Ia VLOUN(OC TL OlICe shots ae eet cha an eee than cise Sin we gle ules oe Ete 146, 304, 796 113, 263, 782 
HIDONY Hillel MOTV ICES (artes + esol Zan yeaa ae ced eee cee Cm CURE Rio eaee i Oo ees wee 74, 647, 225 82,291, 896 
BISELTYS DOT baer rates etcetera eect ES SP ens ea ee eee EO het a ce Reg Ae Se 470, 426, 969 467, 342, 611 
PSA ESO EEE yates oh Ge Gee Kos oa Sina Cc als ah AST eee ia, Meer ete Sete rag meee ee 340, 515, 626 269, 443, 206 
National Hesesrcn (Ounce ois ce.c'o f oes ete acs eae ete co wena a ee ee 122,917,256 12 Golesoo 
Veterans A ffairs— 
OES IONS force eestor Fae a ae Ree cde oe een Lams che Sy AC tints Lane, Mera ear tas 216, 357, 437 222.310, 000 
OLDER OE NENCIEUTe cohen ite vod cue Wit ek Reon aero ates emt Nie eve ott dws i da dle ads ate 193, 603, 843 200, 043, 594 
409, 961, 280 422,859,151 
SEGUE ORVOIILIEMES 53 habs Deine Lie teeters Ne ANE, Mt at eee oe a ne Gere oe 13, 182, 143, 536 11,921,594, 982 
Budgetary ourplus or ene (—)osca2s 0) iotiecr ee alent yan eant rans Nuke Wanoeu nerenea yan —379,092, 128 392,: 55, 874 


12,803,051, 408 12,314, 150, 856 


S.S. REISMAN, 
Deputy Minister of Finance. 


H. R. BALLS, 
Deputy Receiver General for Canada. 


(This Statement is to be found on pages 9.2 and 9.3 of the Public Accounts, Volume I) 
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EXHIBIT 1 
OF CANADA 


THE FISCAL YEAR ENDED MARCH 31, 1971 
the preceding fiscal year) 


REVENUE 
Fiscal year ended 
March 31, 1971 March 31, 1970 
Tax revenue— 
Income tax— 

Pe lS OO oa Pee a. LRG CNR Sg Ne kp back te AR eke Oe be He eae & Shia $ 4,696,/81,982 $ 4,085, 120,802 
EDO TN UO ate TER Bi Fee URE OO Rec oie Ck oe wR EE Eso 0 aso SRNSG oer ae sr 2,218, 528, 208 2,611, 961,028 
nes ends; ANICECSL, CLe,, LOING ADIOAG...<ccc 44 voice oc ke ahs va awe eae eee ooh: 258, 151,272 248, 511,376 
ee tee MO LOUIMCH TIL X Wit. 55.4 tee: ERB RM vain «ccd ate,» bec eumeiaisis feb aleebaet naee mwese vow tee 566, 250, 000 476, 500, 000 

Excise taxes— 
OES CRS se Lape SERS eNO a oon Re Cee nL RMON Oe cn TOMRVEN w Poti, bLyaa Wee) 1B 1,707,500, 713 1,716, 899, 405 
RON I RO Re Bla 5 Sa ch EN lace. 399 odo Ms obo apneg, hs SONTAG No CaM! hy phate ay SK gh fa 403 , 223,374 378, 423, 511 
SEOUL GMI DOLD ULICS Hees I... «2s KEAS Bk AER cd ov sh booms oa bs SLE Mtge, gute ABM I edb ehuaat ot 814, 544, 225 818, 282, 786 
Te TCR St ete BRR tac. Me oh hid a Bop aeiaias aun Ms hake BR cienneneE cuaahers tan. kee etenes 561, 037,941 518, 844, 479 
PUA LecEA NS oc. Gute SVMS RR co us FS Rik MRR ME Sp eciels © oon Balls va. 4) poy ane wns AS SN le ite wats eure 8 119, 835,070 100, 630, 908 
MRS DER TICONES | RUDE WUEME Sl Fe A fis. SOE AAT, MME AL, e vus'-c dials how oes mai we wd ctw SO O'ecoupnen © pdlee aahanan # 314, 709 250,770 
11,345, 867, 494 10,956, 425,065 

Non-tax revenue— 
BRO LUEPON 1 VESUIMEROS Mech. ao Soi EE Ue os che een +e OMe a oe Oe ee 2 1,000,1 3,367 860,031,744 
PanEtOd LCG DOLL AlaTO VCC oa ide cS ach Ba.S Oa hase gee Amin HW dee Spe as ees PAS RAS BY es | Med WE 354, 752, 869 
PrerunGas Of PICVIOUS VATS, EXDENCIGUTE 3. Uo... cet caw ewww dmuree tees ee eR WY 23,045,061 29, 447,570 
Fe a ae H EN AL CCS Serta i a hilins, ys ces sols Sao wel cant She oe vw 5 P Sivte elie eines eke > 17,065, 324 18,103,773 
PE OCRCUS ATOUM AICS. anc Ace 5 aceaeas cures eacncn cee Bee A ei eee ore 14,015, 809 16, 366, 327 
Peeiwiieres iCCMCes ANC EPeLINILS x. Mme. HOA AG AOR, cng havc oun 4 own we teen A 26, 294, 375 24, 509, 769 
PEAT COMA ORR I sins a's 5 heed A he ccs lars aS TREES, en ty 19, 946, 203 19, 939, 895 
Prema discount and CXCUAN@e Mes the ME... ows chcuu eased Sheds oa AEA Cele Oren WE 812,595 11,032, 636 
PSE CLATIOCOUS ot WL TR EE co cc WN ee en sea ea an ahi a elope ee Beh Se wie le 2 de AD 18, 280, 863 24, 541,208 


1, 457, 183,914 1,358,725, 791 


() Excluding tax credited to: 
1970-71 1969-70 


Old age security fund— 


Personal Income tax. ..cs:...c.cevs4 c+ cannes $1,132,500,000 $1,026, 500,000 
Corporation income tax.................008% 207 , 900, 000 227, 100, 000 
IBC LAX Me uA eens meee Sap eaiee amass 573, 849, 158 577, 441, 269 
orale Veneer Nk create teen. ee TN Reena he ee ee EAS 12,803,051, 408 12,314, 150, 856 


Auditor General’s Certificate 


The above Statement has been examined in accordance with the provisions of the Financial Administration Act. I have 
obtained all the information and explanations I have required and, subject to the comments in my report to the House of 
Commons, I certify that the Statement is in agreement with the accounts maintained by the Receiver General for Canada 
and that, in my opinion, it exhibits a correct view of the expenditure and revenue of Canada for the year ended March 31, 1971. 


A, M. HENDERSON, 
Auditor General. 
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11. 


12. 


13. 
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ASSETS 


. Current assets— 


(a) Cash, schedule A, page 7........ SPeicie get A's nrg eno paws 
(b) Securities held for the securities investment account at amortized 
COSU pre Circe ocala ctor ten ld gruaus lee ayutey ateuabiotelee eres Gives oes ah etievanatie teats bayiabyeireve ver at's acer 


. Departmental working capital advances, schedule C, page 7.......... 


. Foreign exchange reserve accounts— 


(a) Exchange k'und Account—(value of investments from advances on 
basis of closing market rates at March 31, 1971 $4,338,159,534 and 
at official parity rates at March 31, 1970 $3,250,682,155)........... 

(b) Canada’s subscription to capital of the International Monetary 
Lo Ae Rae Cn. 45 ay ili ae OPER I AOE AN SEAL REESE A arabe ee ene 


. Social security accounts— 


Canada Pension Plan investment fund, schedule D, page 9........... 


. Investments held for retirement of unmatured debt.................. 


Advances, loans and investments—Domestic, schedule E, page 9— 
(a) Loans to, and investments in, crown corporations................ 
Recovery likely to require parliamentary appropriations..... 
(Oe Leans to provincial eovermmments 4. hi yee wes wees wales eee o ee 
(c) Municipal Development and Loan Board advances............... 
(d) Veterans Land Act fund (less reserve for conditional benefits).... 
CEPT StU CHES si peer aretha hess Bote eco oer awa vig Slat anise: hob aR DS Solel b's 


Advances, loans and investments—External, schedule F, page 14— 
lo) Leanne to vationalreovermMents.. oi j se ee oc et. ciak maar “seu eg = 29 
(b) Subscriptions to capital of and working capital advances and loans 
10, INDeTRALIONAL OLSANIZAtiONS. Sore tees oe. cc. seer ie tame. oe 8 oh 
(c) Investments in United States dollar securities issued by other 
than the Government of Canada—Columbia River Treaty....... 


Securities held in trust, schedule G, page 15.............. ccc cee eee 


. Deferred charges— 


(a) Unamortized portions of actuarial deficiencies— 
Canadian forces superannuation account..............cceeeceeeees 
Public service superannuation account................c0cee cee eens 
Royal Canadian Mounted Police superannuation account......... 
(b) Unamortized loan flotation costs, section 11, page 10............. 


Ay STILATMSHE LR Uh oss arate ceo aials ci Oo wie sb ive PRS ee EES ee eae 
Inactive loans and investments, schedule H, page 16................. 
ST OLaLTOCOLCeU Assets. Shi ads sexutaeee ected Maloun cba ® 
Less: Reserve for losses on realization of assetsS................0c0e nee 
Net TOCOLGEM ABSOLS 2 see). ok ote ee al en Oe ha aie aa eis 


Net debt, represented by excess of liabilities over net recorded assets, 
POM OURIC Ws DOGO LU, cues sellin AAU F< 8) woes ldix od Ot RA Ae ek LPS Teak 


THE GOVERNMENT 


STATEMENT OF ASSETS AND 
(with comparative figures 


Net increase 
or decrease (—) 
during 1970-71 


March 31, 1971 March 31, 1970 


56,931, 602 
52, 698, 352 
1,687,678, 301 


215, 551, 369 


4,578, 423,991 


1, 148, 880, 764 
5,727, 304,755 


3, 701,275, 000 
6,875,017 


10, 606, 167,948 
149, 085, 810 
399, 949, 199 
263 , 554, 972 
492,339,217 
320, 265, 483 

12,191, 362,629 


1, 406, 097, 348 
275, 035, 884 


25,754, 161 
1,706, 887, 393 


124, 490, 532 


227, 240, 000 
311, 196, 400 

30,005, 400 
175, 143, 932 
743,585,732 


1 
94,824,381 


26,199, 835, 110 


— 546, 384, 065 


25, 653, 451,045 


17,322,374, 244 


$ 1,578,048,347 $ 1,030,431,060 $ 


97,369, 756 
43,617,918 
1,171,418, 734 


200, 962, 264 


3,220,399, 866 


800, 000, 000 
4,020, 399, 866 


2,832, 734,000 
13,817,571 


9, 485, 078, 524 
149, 451, 624 
319, 649, 195 
272,776, 567 
472,078, 796 
222,041, 299 

10, 921, 076, 005 


1,327,927, 779 
247,038,157 


58, 041, 661 
1,633,007, 597 


114, 363, 168 


254, 805, 600 
283, 708, 400 

29, 282, 800 
182,798, 793 
750, 595, 593 


1 
94,824,381 


21,753,199, 180 
— 546, 384, 065 


21,206, 815, 115 


16,943, 282,116 


547, 617, 287 


—40, 438, 154 
9,080, 434 
616,259, 567 


14, 589, 105 


1,358,024, 125 


348, 880, 764 
1,706, 904,889 


868, 541,000 
— 6,942,554 


1,121,089, 424 
— 365,814 
40,300, 004 
—9, 221,595 
20, 260, 421 
98, 224, 184 
1,270, 286, 624 


78,169, 569 
27,997,727 


— 32,287,500 
73,879,796 


10, 127, 364 


—27,565, 600 
27, 488, 000 
722, 600 

—7, 654, 861 
—7,009, 861 


4,446, 635, 930 


4,446, 635, 930 


379,092, 128 


42,975, 825, 289 


38, 150,097,231 


The notes appearing on page 4 are an integral part of this Statement of Assets and Liabilities. 


H. R. BALLS, 
Deputy Receiver General for Canada. 


S.S. REISMAN, 
Deputy Minister of Finance. 


(This Statement and the schedules and pages referred to therein are to be found 
in the Public Accounts, Volume I, Section 10, except where otherwise indicated) 


4,825,728, 058 
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OF CANADA 


LIABILITIES AS AT MARCH 31, 1971 
as at March 31, 1970) 


14. 


15. 


16. 
ag. 


18. 


19. 
20. 


21. 
22. 
23. 


in my opinion, it exhibits a correct view of the financial position of Canada as at March 31, 1971. 


LIABILITIES 


Current and demand liabilities, schedule J, page 17— 


fie Oats banc NRCC NOC UES. 6ote autre A cise 1 ARR RRBO wigs Rew Wo doecewid $ 


(b) Accounts payable (that portion paid in April of the next following 

EN gh cry th SRE RR Nl RR i Re bd, ON As Ny PRR ee ee 
(c) Non-interest-bearing notes payable to international organizations. 
Coy ei a ULOrrcreOtiOULSLADGINE Che OF, . 5 sie ek ee Ue AP ees sb a piohlen eve es 
(e) eunceresu ue end outstanding 75... 080. Fe ee eo ik 
(f) Interest accrued 


Foreign exchange reserve accounts— 
(a) Non-interest-bearing notes payable to the International Monetary 


Deposit and trust accounts, schedule K, page 19..................... 


Annuity, insurance and pension accounts, schedule L, page 23— 

(a) Social security accounts— 
HEPA EG ORNS a Ol ad OV aes lati A at i a 
Old Age Security Fund........... A I Ses, sa ain cel Gabe biirs 
Unemployment Insurance Pimdi., ...... 1/00. 805 nc cacean ans 

(i) aeuperanntation accounts: 200 [280 .:.. «a0 Rh. POAT. ns acess daas 


CPO Pe LE an ee ee a a, ee . 


Undisbursed balances of appropriations to special accounts, schedule M, 
TORE PT oc, caidh iodag enna ICME: ote site eee Aa RIESE nt Ht eg <a A ca a 


HEIGnA aA DIC COTDGEALION CAR rere Fees hs eee eee hb noe dee dae 


Provision for compound interest on Canada Savings Bonds, schedule N, 
nd en ie REIS eR ES ER EERE Ee Ce Fae a eee 


Deferred credits, schedule O, page 24............. 0000: ee cues pike ag 
Suspense accounts, schedule P, page 24.......... 00... c ccc cee cee eee 


Unmatured debt, schedule Q, page 26 
fo) WBondatdteats..crracdivn4: dame een & ooo oad: doonie sire, ih 
Lg SEE ita oe 011 Ware Ga Dh ea « ESR RRS Spree Cee 


Note: 
The indirect or contingent liabilities of the Government of Canada, 
consisting of railway securities guaranteed as to principal and inter- 
est $1,004,536,725; other guarantees of $9,532 ,472,561; together with 
certain indeterminate guarantees, are listed on page 82. 


Total abilities se o.oo ie SOE ey hs Ae ee ee 


Auditor General’s Certificate 


March 31, 1971 


630, 333, 381 


582, 300, 567 
7,048, 532 
32, 729, 140 
325, 577, 376 
495, 600, 944 
61, 601, 666 


2,135, 191,606 


635, 000, 000 


253, 423, 990 
888, 423, 990 


439, 183,779 


3, 843, 577, 393 


728, 422, 342 
25, 055, 620 


7,760,361, 754 
1, 445, 263, 043 
13, 802, 680, 152 


266, 598, 006 
3,064, 986 


18, 582, 473 
216, 813, 957 
4,129, 739 


21,466, 156, 601 
3,735,000, 000 
25, 201, 166,601 


42,975, 825, 289 
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EXHIBIT 2 


March 31, 1970 


Net increase 
or decrease (—) 
during 1970-71 


$ 


515, 879, 534 


602, 615, 259 
15,065, 400 
21,224,215 

161, 642, 454 

434,022,517 
58, 361,351 


1,808, 810,730 


364, 000, 000 


134, 399, 865 
498, 399, 865 


491,881,909 


2,932, 257, 696 


721,397, 687 
11,775, 436 


7,071,581, 403 
1, 447, 492, 221 
12, 184,604, 448 


273, 398, 077 
38, 148, 275 


20,301, 180 
192,928, 440 
4, 584, 083 


19, 742, 140, 229 
2,895, 000, 000 
22,637,140, 229 


38, 150, 097, 231 


114, 453, 847 


— 20,314, 692 
—8,016, 868 
11,504, 925 
163 , 934, 922 
61,578, 427 
3,240,315 
326, 380, 876 


271,000,000 


119,024, 125 
390,024, 125 


— 52, 698, 130 


911,319, 697 
7,024, 655 
13, 280, 184 
688, 780, 351 
—2, 229,178 


1,618, 176,709 


—6, 800, 071 
—35, 083, 289 


—1,718, 707 
23, 885,517 
— 454,344 


1,724,016, 372 


840, 000, 000 


2,664,016, 372 


4,825,728, 058 


The above Statement has been examined in accordance with the provisions of the Financial Administration Act. I have 
obtained all the information and explanations I have required and, subject to the comments in my report to the House of Com- 
mons, I certify that the Statement is in agreement with the accounts maintained by the Receiver General for Canada and that, 


A. M. HENDERSON, 


Auditor General. 
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EXHIBIT 3 


SUMMARY OF APPROPRIATIONS, EXPENDITURES AND UNEXPENDED BALANCES 
BY DEPARTMENTS FOR THE FISCAL YEAR ENDED MARCH 31, 1971 


Section 
(Volume Department 
II) 
1 OTIC UTUML Os fees ge oa eee ee ante uate 
2 (GOMMUNICE CLON Saks ain eee emer mec te rae 
3 Consumer and Corporate Affairs................... 
4- Energy, Mines and Resources............. 
5 HxternalyAtairs®: «02 ve eee eee os 
6 Einan Cen oe eee. ion are eh Perec 2 
r Fisheries .and:fForestry.. Sth eo ce © ons es 
8 Governor General and Lieutenant-Governors 
9 Indian Affairs and Northern Development 
10 Industry, Trade and Commerce.......... 
11 JUSTICE Ata ets 0 Bhs SORE eh, Aes. AN 
12 Sa OUR, Pee CPE cache si Ree a Remi rebate pe ei 
13 Manpower and Immigration.............. 
14 INAPLONDALLICLENCE 6. 6 x damn cles fas pote ck sng 
15 National Health and Welfare............. 
16 INGTIOUA EO VCIUG =. 0c cir cre Ges he tats 
Ly Parliament eer eenes cast on are knee tera 
18 Privys@ouncileens &. ¢ 3:3 Qee SR Ree ce. 
19 PaublichWorke.-* <8. ap ee ec ees 
20 Regional Economic Expansion............ 
21 Secretarvioretates.: ic0 Peace eet 5 ok 
22 Sohieitom Generals! ..oc5 ees one ee 
20 Supply Gud@*Services iiss oie tbe sca wees 
24 MPANSHOL Un eowiek een eet ek eit aos CN one 
25 Treasury Boards... 5... Seb ee eR oo. 
26 NV ClLeralStA faire hata. Pree Bhkea a Sr een 


eee ee © ole 


Unexpended Balances 


Appropriations | Expenditures 
Lapsed 
$ $ $ 
297 , 846, 515 277,005, 746 20, 840, 769 
412,790, 168 382, 492, 965 30, 297, 203 
21,485, 217 20, 219, 433 1,265,784 
207, 488, 164 199, 746, 683 7,741,481 
2)293 , 637, 540 281, 585, 333 6, 496, 037 
3, 143,042, 197 3,139, 544, 405 697,792 
82,790, 800 79,831,473 2,959, 327 
1, 224, 633 1, 152,820 71,813 
(3)359, 209, 177 355, 306, 017 3, 903, 160 
(4)266, 073,101 250, 568, 846 15, 504, 255 
23, 241, 889 22,734, 406 507, 483 
225, 959, 408 191, 529, 287 6,010, 206 
)574, 808,121 570, 750, 039 4,037,678 
1,829,754,493 | 1,817,876,211 11,878, 282 
2,348, 999, 694 2,339, 602,975 9,396,719 
165, 654, 367 158 , 833, 608 6,820, 759 
27,617, 449 27, 235,651 381,798 
70,394, 268 60, 042, 258 10,352,010 
350, 217, 135 330, 657, 604 19, 559, 531 
336, 758, 500 326, 230, 514 10, 527, 986 
(6)719, 961, 967 707, 939, 869 1,960,051 
232,178, 834 222,789, 037 9,389, 797 
77, 834, 713 74, 647, 225 3, 187, 488 
488 , 994, 659 470, 426, 969 18, 567, 690 
467, 654, 291 463, 432, 882 4,221,409 
424,392,105 409, 961, 280 14, 430, 825 
13, 450,004,405 | 13, 182, 143, 536 221, 007, 333 


Carried 


forward ©) 


5,556, 170 
2,800, 000 


28,419,915 
15, 404 


10, 062, 047 


46, 853, 536 


() Available for expenditure in subsequent fiscal years: Department of External Affairs vote 20 (formerly vote 35, 1969-70) 
$5,556,170; Department of Finance vote 1la, 1970-71 $2,800,000; Department of Labour vote 7b, 1970-71 $28,419,915; Department 
of Manpower and Immigration vote 10, 1970-71 $15,404; Department of Secretary of State vote 2b, 1968-69 $217,153 and vote 22a, 


1970-71 $9,844,894. 


(2) Includes $10,197,129 carried forward from vote 35, Department of External Affairs 1969-70 appropriations. 
3) Includes $196,122 carried forward from vote 30b, Department of Indian Affairs and Northern Development 1969-70 


appropriations. 


(4) Includes $8,037,766 carried forward from vote 36b, Department of Industry, Trade and Commerce 1969-70 appropriations. 
©) Includes $15,313,666 carried forward from vote 10, Department of Manpower and Immigration 1969-70 appropriations. 
(6) Includes $423,724 carried forward from vote 2b, Department of Secretary of State 1969-70 appropriations. 


S. S. REISMAN, 
Deputy Minister of Finance 


Auditor General’s Certificate 


H. R. BALLS, 


Deputy Receiver General for Canada. 


The accounts relating to the expenditures as set forth in the above statement have been examined under my direction and, 
subject to the comments in my report to the House of Commons, I certify that, in my opinion, the Statement gives a correct 


summary for the year ended March 31, 1971. 


A. M. HENDERSON, 
Auditor General. 


(This Summary is to be found on page 9.6 of the Public Accounts, Volume I, and the 
sections referred to therein are those in the Public Accounts, Volume II) 
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EXHIBIT 5 
BUDGETARY EXPENDITURE BY STANDARD OBJECTS FOR 
FISCAL YEAR ENDED MARCH 31 
(in millions of dollars) 
Fiscal year ended March 31 
_ 1970. 4} agree 
Expend- Expend- Expend- 
iture iture iture 

SUEr Fe ES EECA ROSE ik ets dc Berea alti tdi inode dancet ch donekepiicneyartortel A ed i atea et a ltrnshcsth a (1) 2,644 2,467 477 
CIUEr DErSONWe HMEStS ie oe eRe ens eascticsn, ots 3 syatibaae asta “hee caey Rigg = <0 RL A a ee (1) 580 475 105 
Transporation ang. communications ier 2 a eee 5 She aoc So ME Ets hs ts (2) 312 293 19 
Pasay WAVE GOT as ocd gas ceca dois & ephta eteieoter ey sc Mate RRR TION ad OPN o as RL ea (IIe Oe (3) 34 35 —1 
PPOLESSIONAl ANG SPeCIANSEL VICES: Ceaser olen sis We eee act oS Oe ower Me MOREE he wees (4) 443 384 59 
BESTE ES hc. AIA PN PRN POM GE cee. or ae exec en age wags SARs ee Se ed eae (5) 94 83 11 
Parenased Tepairane upkeep.) . si.coh:3 ies kn bcc cate se rete ce ee sec ae (6) 189 145 44 
Witilities, materiiis. cronies and Livestock 20: 25.0..,0 63 icvaus oins'ascoaoca,o toh dee So oe a (7) 357 334 23 
Construction and acquisition of land, buildings and equipment....................... (8) 295 337 —42 
Construction and acquisition of machinery, equipment and furnishings............... (9) 265 327 —62 
Grants, contributions and other transfer payments............... ccc cece cece eee nees (10) 6, 008 5,078 930 
BUOME CEDY GHAELES es ox ica ceed oh ae bh i backs be were pale w bse eae Bere (11) 1,825 1,717 108 
PE OGHEYT PSVENC Imre eck oh c.c. tere Bh aN: tasoict Acga pais Rae TR eters be A a (12) 541 601 —60 
‘Portal standard Objeete. 2. ie fe eel 2 Ce Oe eee: ba RS © Sieg a cedar erate (1-12) 13, 587 12,276 1,311 
ihess* receipts andirevemles credited towvote.: Aca. ease: Coes eee the Fee eas PARE (13) —405 —355 —50 
"OtS) NOG CXDCHAECUTES eco et ce ote re Tere EAA Ce ne Se Ed ha 13, 182 11,921 1, 261 


(This Table is to be found on page 4.5 of the Public Accounts, Volume I) 
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HE functions and responsibilities of the Auditor General of Canada are 
outlined in Part VII of the Financial Administration Act, R.S., c. F-10. 


2. Subsection (2) of section 61 of the Act states that the Report of the Auditor 
General shall be laid before the House of Commons by the Minister of Finance on or 
before December 31 or, if Parliament is then not in session, within 15 days after the 
commencement of the next ensuing session. 


I have been unable to complete my Report on the results of my examinations 
for the year ended March 31, 1972, within this timetable due to circumstances 
beyond my control. 


3. In accordance with the requirement of subsection (1) of section 61 of the Act, I 
now report to the House of Commons on the results of my examinations of the 
expenditure and revenue transactions in the year ended March 31, 1972. This 
subsection reads: 


The Auditor General shall report annually to the House of Commons the results of his 
examinations and shall call attention to every case in which he has observed that 


(a) any officer or employee has wilfully or negligently omitted to collect or receive any 
money belonging to Canada, 


(b) any public money was not duly accounted for and paid into the Consolidated Revenue 
Fund, 


(c) any appropriation was exceeded or was applied to a purpose or in a manner not 
authorized by Parliament, 


(d) an expenditure was not authorized or was not properly vouched or certified, 
(e) there has been a deficiency or loss through the fraud, default or mistake of any person, or 


(f) a special warrant authorized the payment of any money, 


and to any other case that the Auditor General considers should be brought to the notice of the 
House of Commons. 


4. The Statement of Expenditure and Revenue for the fiscal year ended March 
31, 1972, and the Statement of Assets and Liabilities as at that date, prepared by the 
Receiver General for inclusion in the Public Accounts, have been examined and 
certified by me as required by section 60 of the Financial Administration Act, 
subject to my comments in this Report. Copies of these financial statements are 
appended as Exhibits 1 and 2. The Summary of Appropriations, Expenditures and 
Unexpended Balances by Departments and the Summary of Revenue by Main 


2 REPORT OF THE AUDITOR GENERAL — 1972 


Classification and Departments, both as included in the 1972 Public Accounts, have 
also been examined and certified and copies are appended as Exhibits 3 and 4. 


Standing Committee on Public Accounts 


5. My 1970 Report was submitted to the House of Commons on June 4, 1971, 
during the Third Session of the Twenty-eighth Parliament and the Committee 
commenced its examination thereof on October 7, 1971. From that date until 
December 14, 1971, the Committee held 17 meetings during which it gave considera- 
tion to 44 of the comments in this Report relating to transactions in seven govern- 
ment departments. The Committee reported to the House on these paragraphs on 
June 8, 1972, in its Second Report 1972 during the Fourth Session which commenced 
on February 17, 1972. The Committee made two other reports before Parliament was 
dissolved on September 1, 1972: 


First Report 1972, dated March 22, 1972—concerning draft proposals for an Auditor General’s 
Act. 


Third Report 1972, dated June 30, 1972—concerning failure of the Canadian Broadcasting 
Corporation to deduct and remit employees’ taxes and to pay other contributions to the 
United States Government. 


My 1971 Report was submitted to the House on May 24, 1972. Although referred 
by the House to the Committee on June 7, 1972, the latter was unable to commence 
its examination of it before Parliament was dissolved on September 1, 1972. It is 
assumed the remaining paragraphs in my 1970 Report as well as my entire 1971 
Report will be examined by the Committee when it meets during the First Session of 
the Twenty-ninth Parliament which opened on January 4, 1973. 


Recommendations and Observations by the Standing Committee on Public Accounts not 
yet implemented or dealt with 


6. My Report to the House last year included a listing of 38 recommendations 
and observations by the Public Accounts Committee which were awaiting implemen- 
tation by the Executive or further consideration by the Committee. 


The Executive has implemented one of these recommendations: 


Fifth Report 1970-71 
Central Mortgage and Housing Corporation—financial statements 


Thus of the 38 recommendations which had not been implemented or otherwise 
dealt with at March 31, 1971, 37 remain. Three additional recommendations which 
are capable of specific implementation but which have not yet been implemented 
have been made by the Committee (see Appendix 1, items 38 to 40). 
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Scope of Audit 


7. Examinations of the departmental accounts for the year ended March 31, 
1972, were made in conformity with section 58 of the Financial Administration Act 
which reads: 

The Auditor General shall examine in such manner as he may deem necessary the 


accounts relating to the Consolidated Revenue Fund and to public property and shall 
ascertain whether in his opinion 


(a) the accounts have been faithfully and properly kept; 


(b) all public money has been fully accounted for, and the rules and procedures applied are 
sufficient to secure an effective check on the assessment, collection and proper allocation 
of the revenue; 


(c) money has been expended for the purposes for which it was appropriated by Parliament, 
and the expenditures have been made as authorized; and 


(d) essential records are maintained and the rules and procedures applied are sufficient to 
safeguard and control nublic property. 


The scope of the work of the Audit Office, embracing both the legislative audit 
or audit for authority and the financial audit, has continued to be restricted during 
the past year by reason of the chronic staff shortages from which the Office has 
suffered over many years due to the continued failure of the Public Service 
Commission to recruit sufficient staff of the calibre required. Newly recruited staff, 
before being assigned to the audit work, have required more extensive training than 
was formerly the case. Particulars of the staff difficulties with which the Office 
continues to be faced are given in paragraph 8. 


Notwithstanding these handicaps, the Audit Office has sought to carry out its 
work to the maximum extent possible in conformity with generally accepted audit- 
ing standards, with verification limited to such tests of the accounting records and 
other supporting evidence as were considered necessary in the circumstances. Hxami- 
nations during the year covered all departments, Crown corporations and other 
agencies of the Government of Canada, except those corporations and other 
instrumentalities whose accounts are subject to examination by other auditors. 
Members of the staff of the Audit Office were given full access to all vouchers, 
records and files of the various departments, Crown corporations and other agencies. 
In addition, they were provided with all supplementary information and explana- 
tions required. I should like to express my appreciation for the co-operation thus 
extended by departmental officers and by the administrative and accounting offic- 
ers of Crown corporations and other agencies. 


The work undertaken by the Audit Office has never included any operational or 
management type auditing such as is widely practised today by auditors in many 
other fields and by state auditors in many other countries. Auditing of this type has 
never been undertaken in Canada by this Office because such work could have 
caused the Auditor General to trespass into policy areas which under our Canadian 
constitution are a ministerial responsibility. However, a strong case is being made 


4 REPORT OF THE AUDITOR GENERAL — 1972 


for the Office to undertake such auditing. I have always held the view that 
extension of its work into this area should not be undertaken by the Auditor General 
of Canada in the absence of specific statutory authority. 


The Office and Its New Legislation Ahead 


8. In my Report last year I referred to the downgrading of the 28 senior 
positions in the Office, namely those of Director, Assistant Director and Regional 
Supervisor, all of which were downgraded by the Treasury Board in relation to 
similar positions in other government departments. I have stated before and do so 
again that this action by the Treasury Board Secretariat was unfair and discriminat- 
ed against the Auditor General. If it is allowed to stand, it will mean that his Office 
is prevented from employing auditors in the highest classification of the Public 
Service of Canada. It will also mean that in order to reach the highest classification 
in their profession, his most experienced auditors must leave the Office of the 
Auditor General. 


During the past year certain of the senior positions in question were again 
submitted to the Classification Division of the Treasury Board in the hope that the 
situation might still be corrected. The Office was, however, again advised by the 
Treasury Board that it could not concur in our recommendation and so the 
downgrading stands. 


The staff situation has not improved materially during the year. In submitting 


our estimates to the Treasury Board for the fiscal year 1971-72, I requested a sum of | 


$3,739,000 to provide salaries for a staff strength of 293 employees, the number 
estimated to be required to carry out an effective external audit program during the 
year. As they have done in the past, the Treasury Board approved my submission 
without change and in due course Parliament appropriated the necessary funds. At 
the close of the year, $283,000 lapsed due to the fact that 25 of the positions were not 
filled by the Public Service Commission. 


At March 31, 1972, the actual Poti strength was 268 and at December 31, 
1972, it was 282 out of an approved establishment figure for 1972-73 of 302. Thus the 
Office was short 25 a year ago and remains short 20 today. | 


The responsibility for recruitment has, of course, continued to remain with the 
Public Service Commission under section 56(4) of the Financial Administration Act 
which states that: 


Such officers and employees as are necessary to enable the Auditor General to perform his 
duties shall be appointed in accordance with the Public Service Employment Act. 


As the record across the years testifies, the Commission has for many years 
failed to recruit sufficient staff of the calibre required by the Office. This failure, 
together with the problems caused by the Treasury Board’s downgrading of its top 
28 senior positions, has seriously interfered with the efficient discharge of my 
responsibilities to the House. In light of certain inaccurate and misleading state- 
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ments made over the past year or so, I think it is important at this time to remind 
the members of the House briefly once again of the circumstances underlying this 
unfortunate situation. 


In its Second Report 1963 tabled in the House of Commons on February 5, 1963, 
the Public Accounts Committee strongly recommended that the Public Service 
Commission reconsider its position with respect to its right under section 74 of the 
Civil Service Act to delegate to the Auditor General the right to recruit and manage 
his own staff. The Commission refused to make such delegation. I was, however, able 
to advise the House in 1964 of arrangements I had made in November 1963 with the 
then Chairman of the Commission whereby the Commission seconded a senior 
employee from its staff to the staff of the Auditor General to handle staff recruit- 
ment. This constituted a modified delegation of authority to recruit which it was 
felt at that time should ease the situation. However, results during the following ten 
years have failed to bring the improvement expected and I have so advised the 
House and the Public Accounts Committee at various intervals. More recently the 
Chairman of the Commission has offered me a form of delegation of recruiting 
authority subject to periodic monitoring by the Commission. I have advised the 
Chairman and the Public Accounts Committee on several occasions why, in light of 
experience over the years, I see no advantage at all to the Auditor General accepting 
the kind of limited delegation he offered. It represents little, if any, improvement 
over the 1963 arrangement which has remained in effect ever since. As I have 
repeatedly stated, the only solution to this matter is for the Auditor General to be 
completely free to recruit and manage his small professional staff. The Government 
finally recorded its agreement with my views on this in March 1972 and the change 
necessary to bring this about will be found in the new draft legislation prepared by 
the parliamentary committee described below. 


Nothing has changed during the past year to give the Office the relief it has 
needed for so long. When the question of the delay of my 1971 Report came up in 
Parliament in March 1972, the Government stated it was prepared to see the Auditor 
General completely free of the central controls now exercised by the Public Service 
Commission and the Treasury Board over his staff, that is staff recruitment, salary 
classification and organization of his Office, provided appropriate legislation could 
be prepared and approved by the Public Accounts Committee and submitted to 
Parliament. It was contemplated that such legislation would give the Auditor 
General the: freedom in these areas already enjoyed by those responsible for the 
employment of over half of all Crown employees, including government agencies 
and Crown corporations. 


The Public Accounts Committee was given direction by Parliament to this end 
on March 27, 1972, the instruction reading: ‘To prepare a draft bill concerning the 


office, functions and powers of the Auditor General.’ The following day, March 28, 


the Public Accounts Committee met and passed a resolution reading as follows: 


That the Chairman of the Committee be authorized to seek assistance from the Auditor 
General of Canada, the Department of Justice and both Houses of Parliament to prepare a 
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draft bill concerning the office, functions and powers of the Auditor General, such draft bill to 
be presented to this Committee by October 1, 1972 or at the earliest opportunity thereafter if 
the Committee is not then sitting. 


The assistance obtained by the Public Accounts Committee consisted of the 
establishment of a drafting committee on March 29, 1972, under the chairmanship of 
the Law Clerk and Parliamentary Counsel of the House of Commons, and including 
the Law Clerk and Parliamentary Counsel of the Senate, a senior officer of the 
Department of Justice and the legal adviser to the Auditor General. This committee 
has met regularly since its formation notwithstanding the dissolution of Parliament 
and the consequent absence of any Public Accounts Committee to which it could 
report under its terms of reference. It has now completed its work and is ready to 
submit its proposed draft legislation to the Public Accounts Committee when that 
Committee can meet to receive it. Meanwhile, I have had an opportunity to 
examine the committee’s proposals and I am pleased to advise the House that they 
meet the objectives I have sought for so long. I consider the draft bill in the form 
proposed to be highly satisfactory and have no hesitation in commending it to the 
Public Accounts Committee and to the House. 


The work upon which this drafting committee has been engaged is of great 
importance to the Auditor General and to the future of his work for Parliament. It 
points up more clearly than anything else that if the Auditor General of Canada is 
to be truly independent, he must be free to recruit the staff he needs and to © 
determine their salary classifications within the framework of the Public Service of — 
Canada. 


Development in the Office Across the Years 


9. If, as and when this new legislation becomes law, changes must be made in | 
the internal organization of the Office to enable it to handle its heavy workload | 
more efficiently in the days ahead, particularly to enable the Report of the Auditor © 
General to be completed and submitted to the House within the time called for by | 
the statute. Its senior officers must be freer to concentrate on auditing research, staff _ 
training and the development of modern techniques in new areas such as electronic | 
data processing. | 


I have struggled to achieve such a reorganization over the past few years | 
because it 1s the responsibility of the Auditor General to initiate such changes. 
However, faced as my officers and I have been with the day-to-day workload of a | 
large auditing practice and problems such as the Treasury Board’s downgrading of 
my senior officer positions and the staff shortage, I reluctantly reached the conclu- | 
sion that this reorganization should wait until the new legislation is brought down | 
and the Auditor General has the direct authority to initiate such changes. I realize, 
of course, that I could have submitted such plans to the Treasury Board for | 
approval. The reason I have not done so must be obvious. The long and unfortunate © 
arguments and disagreements I have had with the Treasury Board over the down- 
grading would, in my view, have rendered it exhaustively time-consuming to have 
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asked the Treasury Board to consider and approve the kind of reorganization 
planning we have in mind and which is so sorely needed. There is a limit how far the 
Auditor General should have to go in arguing with people whose financial records 
he is required to audit and report upon to the House. It could have seriously 
heightened the problems arising from the conflict of interest which has inhibited the 
independence of the Auditor General and the efficient discharge of his work for 
Parliament. I hope very much that, given the trust and loyalty which I have had 
over so many years from my dedicated staff, my successor may be successful in 
achieving these goals when the new legislation is brought down. 

My officers and I have instead concentrated our efforts on other matters, such as 
the development of a good computer auditing capability, a task which is demanding 
our full attention until it is perfected. More and more, auditors at all levels must 
meet this challenge if the auditing profession is to keep pace with its clients’ plans 
and developments in the field of electronic data processing and information sys- 
tems. In addition we have sought to keep abreast of research in other areas vital to 
our work such as existing legislation, amended and new legislation coming from 
Parliament, committee minutes, special reports and the like so that we may keep our 
understanding of the policies underlying legislation in good repair. Last but not 
least, We have done our best to advance our bilingual abilities along the lines 
established by the Government. 

During the past twelve years the size of our.Government has grown substantial- 
ly. Expenditure has increased from $5.7 billion in the fiscal year 1959-60 to $14.8 
billion in the fiscal year 1971-72 and now to a forecast of spending and lending to 
the order of more than $20 billion in 1973-74. With these mounting expenditure 
levels and the increased number of government departments and Crown corpora- 
tions, the size of the Office has also gone up— from a staff of 142 in 1959-60 to 268 in 
1971-72 and a requirement of 353 during 1973-74. 


It is significant that in 1959-60 the staff included only 10 employees who 
possessed accounting degrees. Today we have over 125, or nearly 50%, of our staff 
holding the degree of chartered accountant or other Canadian accounting qualifica- 
tions. In 1964 and 1965 the Institutes of Chartered Accountants of Ontario and 
Quebec helped me substantially towards achieving this goal by officially extending 
to the Office of the Auditor General of Canada the right to article and train 
students-in-accounts in my Office. I am pleased to advise the House at this time that 
a similar right has recently been extended to the Office by the Council of the 
Institute of Chartered Accountants of Alberta. Recognition of this kind is a signal 
honour and privilege never accorded before or since by these Institutes to any office 
in either the legislative or executive branches of the federal government. That 
students can train and write their examinations for their admission to these Insti- 
tutes from the Office in this way bears eloquent testimony to the training and work 
standards we have sought to achieve across the years. 

The Office staff is not large by other standards. Our figure of 268 compares with 
about 4,800 on the staff of the Comptroller General of the United States and 
500-odd on the staffs of the Auditors General of the United Kingdom and Australia 
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whose practices are comparable to the Canadian one. Given a continuation of the 
high standards we have always sought, I have never believed the Office in Canada 
should require more than 375 or so on its staff. 


We complete our audit work to the point of reporting to the managements of 
the departments, agencies and Crown corporations we audit. In the case of Crown 
corporations, it was our practice for many years to issue detailed long-form reports 
on the results of our work which reports served as useful references to the manage- 
ments, boards of directors and ministers responsible for the operations. It was 
suggested by the Treasury Board some years ago that we extend this practice to 
government departments. However, we have never been able to do this because 
unhappily the pressure of work on my senior officers became so serious a few years 
ago that we were forced to forgo issuing long-form reports for the time being, even to 
the Crown corporations. I hope very much that the time will come when the Office 
can return to issuing such annual reports, not only to Crown corporations but to all 
government departments and agencies. 


The major report writing task we face each year, of course, continues to be the 
Report of the Auditor General to the House of Commons. Every paragraph com- 
ment has to be checked and double-checked for factual correctness and submitted to 
the deputy minister concerned. From a 30-page document in 1959, this Report has 
grown in size across the years to its present substantial proportions. It covers the 
whole range of our auditing work during the preceding government fiscal year. 


In addition to all of this work in Canada, the Office today is heavily engaged 
on large international auditing assignments. As the external auditor of the Interna- 
tional Civil Aviation Organization, the United Nations specialized agency in 
Canada, I have been a member and Chairman of the Panel of External Auditors of 
the United Nations and the specialized agencies for many years. In 1966-67 the 
Government of Canada nominated the Auditor General of Canada to serve on the 
Board of Auditors of the United Nations itself. This led to my election by the 
General Assembly of the United Nations to this position in 1967 and ever since my 
Office has been deeply involved several times a year in New York, Geneva, Vienna 
and other world capitals where the United Nations has offices. This work has been 
very demanding, the more so for me and my staff as I have been Chairman of the 
Board of Auditors for most of my tenure of office. In addition to the regular audit 
work carried out, I was asked by the United Nations to undertake special manage- 
ment studies in such United Nations bodies as the United Nations Development 
Programme, New York,. the United Nations High Commissioner for Refugees, 
Geneva, and the United Nations Industrial Development Organization, Vienna. We 
also carried out special studies in the field of electronic data processing at the 
United Nations in New York and Geneva. Probably our most important recommen- 
dation was for a reorientation of computer facilities aimed at setting up an 
international computer centre in Geneva available at that point to all member 
organizations of the United Nations family. This Canadian recommendation met 
with immediate response throughout the United Nations and the member states 
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which led to its adoption six months later by the General Assembly. The Interna- 
tional Computer Centre, Geneva, started functioning last year. 


In addition to this work at the United Nations, the Office has also been busy 
carrying out other important international audits outside Canada. The Assistant 
Auditor General has served on three occasions on the Audit Committee of the 
International Monetary Fund in Washington and in 1968 and last year was its 
Chairman. One of my Directors has also served on the Board of Auditors of the 
Organization for Economic Co-operation and Development in Paris now for some 
years. 


These international assignments, the cost of which the Office recovers for 
Canada to the extent of $150,000 annually, have provided extremely valuable 
experience for many of our officers, although they have been demanding in terms of 
travelling and time and, so far as the United Nations is concerned, have for the most 
part required my presence personally on the job along with my two Board col- 
leagues, the Controller General of Colombia and the Auditor General of Pakistan. 


In September 1971 the world body of Auditors General, known as the Interna- 
tional Organization of Supreme Audit Institutions, held its Seventh Congress in 
Canada when 88 countries were represented. It is generally agreed that this Con- 
gress, which was held in Montreal with visits to Quebec City and Ottawa, was the 
most successful and interesting gathering held by this world body thus far, demon- 
strating as it did very clearly how nations more advanced than others in accounting 
and auditing techniques are able to help less developed countries. It is of interest to 
note that our Canadian Audit Office has itself across the years trained senior 
auditors from over 25 of the less developed countries and continues to do so. One of 
the interesting contributions made to this Congress was the introduction of a new 
proposed quarterly magazine, “International Journal of Government Auditing’’, 
created for the Congress by a partnership of Canada, the United States and 
Venezuela. It is expected that this Journal will be launched some time later this 
year. It will be produced in Canada for distribution quarterly to the Audit Offices of 
the world and to other interested subscribers. Available in English, French and 
Spanish, it will be financed by some 26 of the developed countries and the United 
Nations. 


I have the honour to be the President of this world body, the International 
Organization of Supreme Audit Institutions (INTOSAD), until it holds its next 
Congress in Madrid in 1974. 


The Responsibility of Government 


10. With power goes responsibility and nowhere is this truer than in the 
relationship of Executive Government to Parliament. It is one of the fundamental 
principles of our constitutional heritage that the House of Commons should control 
the finances of the country. 


With its members elected from all walks of life, the House of Commons must by 
its very nature always include many who are not trained in finance and the law to 
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the degree whereby they can fully understand the intricacies and details of Esti- 
mates running into billions of dollars a year which it is their duty to approve. The 
responsibility of the Executive to guide and assist all members of the House to 
exercise their constitutional duties is fundamental to parliamentary control. This 
responsibility has never been greater in the long history of the Parliament of 
Canada than it is today. 


Expenditures of public moneys at the level of $20 billion a year are today over 
three times larger than they were a decade ago. The number of employees on the 
federal payroll, which in 1961-62 was 330,000, reached 405,000 in 1971-72. This figure 
could well reach 450,000 in 1973-74 on the basis of the recently tabled Estimates for 
that year. The changes which have taken place over this period in the nature and 
diversity of public spending, including its presentation to Parliament, continue to 
add vast new dimensions to the problem. They contain many new challenges as 
expenditures become more complex than ever before. Much of it relates to advanced 
technological projects, scientific research and the new and different subsidy arrange- 
ments including welfare schemes of unprecedented proportions. This places a heavi- 
er responsibility than ever before on those charged with administering public funds 
to ensure that proposed expenditures are estimated efficiently, disclosed to the 
House fairly, explained fully and accounted for correctly. 


In my 1968 Report to the House I suggested that it would be of material 
assistance were Parliament to consider commissioning a management study of 
government organization at least once every decade. I said I believed this should 
take the form of an audit of the governmental organization, its management, 
methods and procedures, carried out by a qualified team for the benefit of Parlia- 
ment, the Government and the taxpayers. This suggestion has never been discussed 
by Parliament, the Public Accounts Committee or the Government. Today I am 
more convinced than ever of the need of such a study. I suggest to the House that it 
at least merits consideration and discussion in the interests of containing, if not 
reducing, unnecessary government overhead costs. 


Notwithstanding the size and complexity of the items involved in public 
expenditure at these levels, the principles underlying the responsibility of the 
Government remain unchanged. It is the right, privilege and duty of the House of 
Commons to control the finances of the country. It is the responsibility of the 
Government to assist the House in discharging this responsibility by submitting the 
proposed spending to the members in as simple and straightforward a manner as it 
can devise. No short cuts°can be countenanced in this process. Public money is trust 
money taken from the taxpayers and appropriated by Parliament to the Govern- 
ment to administer for the benefit of all the peovle. The Government can only 
discharge this responsibility by giving the elected representatives of the people a 
full and fair opportunity to understand all expenditure proposals. 


The heart of this responsibility within our government organization rests with 
the Treasury Board, a committee of the Queen’s Privy Council which under section 
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5(1) of the Financial Administration Act is charged with acting for the Privy 
Council on all matters relating to: 


(a) general administrative policy in the public service of Canada; 


(b) the organization of the public service or any portion thereof, and the determination and 
control of establishments therein; 


(c) financial management, including estimates, expenditures, financial commitments, 
accounts, fees or charges for the provision of services or the use of facilities, rentals, 
licences, leases, revenues from the disposition of property, and procedures by which 
departments manage, record and account for revenues received or receivable from any 
source whatever; 


(d) the review of annual and longer term expenditure plans and programs of the various 
departments of Government, and the determination of priorities with respect thereto; 


(e) personnel management in the public service, including the determination of terms and 
conditions of employment of persons employed therein; and 


(f) such other matters as may be referred to it by the Governor in Council. 

That the Treasury Board seeks to discharge this responsibility conscientiously I 
do not question. What I do question and deem it my duty to draw to the attention 
of the House are the increasing tendencies displayed by the Treasury Board and its 
staff to devote their energies and resources towards circumventing parliamentary 
control rather than towards improving the efficiency of departmental and agency 
operations by remedying situations which for years have demanded attention. 

My Reports to the House over the past several years, as well as many of the 
recommendations of the Public Accounts Committee, have been replete with cases 
where action by the Treasury Board could, while achieving a more efficient use of 
manpower and material resources, have guided and helped departments and agen- 
cies to avoid continued repetition of such mistakes in the future. In this year’s 
Report I direct the attention of the House to no less than 130 cases requiring 
effective financial management action. At least 65% of these cases could have been 
dealt with, and in many instances disposed of, by the Treasury Board within the 
terms of its statutory responsibilities. Yet never has any President of the Treasury 
Board responded to the criticisms of such mistakes set out in my Reports by replying 
to such criticisms and detailing constructively steps which could and should be taken 
to assist departments and agencies in administering and improving their financial 
performance. This is particularly true since departmental responsibilities were so 
greatly increased in 1967 with the abandonment of pre-auditing and commitment 
control which had been carried out by the Comptroller of the Treasury. 


I have always felt that the British system of Treasury Minutes issuing with 
respect to each of the Auditor General’s comments would be extremely helpful to 
our government departments in Canada, to the Public Accounts Committee and to 
the Auditor General. Unhappily such comments as have been forthcoming from the 
Treasury Board on items contained in my Reports have been limited to rare 
appearances by respective Secretaries of the Treasury Board before the Public 
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Accounts Committee with invariably inconclusive and unsatisfactory results for all 
concerned. 


There are many examples of lack of any constructive response by the Treasury 
Board to deteriorating situations to be found in my Reports to the House over the 
past several years. Obvious ones are the cases of several agencies whose accounts I 
have been unable to certify because the condition of their accounting records and 
internal control had deteriorated to such an extent that it was not possible to express 
an opinion on the correctness of the figures. In 1968 I referred to such a situation in 
the accounts of the Government of the Northwest Territories, in 1971 to another in 
the accounts of the Northern Canada Power Commission, while in this Report there 
are two more instances where for the same reasons I have been unable to certify the 
accounts to the responsible Minister and to the House, namely the National 
Harbours Board (paragraph 154) and the Freshwater Fish Marketing Corporation 
(paragraph 346). In each of these cases my officers and I have worked constructively 
with the managements, in some instances to locate competent accounting personnel. 
As a result, the managements in each case have taken action to remedy the defects 
and there is now every indication that matters henceforth will be in good order. I 


have never understood why the Treasury Board, with its strong declaration of 
seeking to improve management control within departments and agencies, would | 


not have participated in promoting efficiency in cases as serious as these. 


Again this year we have numerous examples of transactions demonstrating the 
continual weakening of parliamentary control (paragraph 52), the non-lapsing 
balances of votes available for spending in subsequent years (paragraph 53), the 


government Contingencies Program which contained a salary reserve of $37,678,000 | 


the need for which the Treasury Board staff is unable to demonstrate (paragraph 
54), defects in the vote pattern (paragraph 55), the supplementing of parliamentary 
appropriations (paragraph 56), unpaid accounts carried forward to new fiscal year 


(paragraph 57), loans and advances representing grants (paragraph 58) and many | 
other similar questions on which the Treasury Board should have expressed its views ~ 


to the House or to the Public Accounts Committee, case by case, long ago. 


ns 
NY 


( 
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Particular attention is directed this year to the sale of aircraft to a foreign — 


government for an amount of $34,113,200 which, as explained in paragraph 74, was | 
not paid into the Consolidated Revenue Fund as the law required. In my opinion | 
the responsibilities attaching to the Treasury Board in this and numerous of the | 
other cases to be found in this and previous Reports to the House, demand that the | 


Treasury Board handle these transactions in such a way as not only to maintain its 


credibility to Parliament and the public but also to set an example to all the — 


departments and agencies of government in their handling of public money. 


In the interests of proper and effective parliamentary control of public expendi- | 


ture and the restoration of the confidence of the public in the fiscal integrity of the © 


Government, I strongly urge that the Public Accounts Committee examine all of 
these cases and report to Parliament as expeditiously as possible. 


13 


Summary of Expenditure and Revenue 


11. The Statement of Expenditure and Revenue for the fiscal year ended 
March 31, 1972, prepared by the Receiver General for inclusion in the Public 
Accounts and certified by the Auditor General as required by section 55 of the 
Financial Administration Act, is reproduced as Exhibit 1 to this Report. The 
Statement shows revenue of $14,227 million, expenditure of $14,841 million and a 
deficit of $614 million for the year. By comparison, there was a deficit of $379 
million in the preceding year and a surplus of $393 million in 1969-70. 


Expenditure 


12. The Summary of Appropriations, Expenditures and Unexpended Balances 
by Departments for the fiscal year ended March 31, 1972, as published in the Public 
Accounts, is reproduced as Exhibit 3 to this Report and shows appropriations of 
$15,253 million, expenditure of $14,841 million and unexpended balances of $412 
million. 


13. Of the $15,253 million of appropriations available for expenditure in the 
year, $7,387 million was provided by statutory authorities and $7,808 million was 
granted by Appropriation Acts (Nos. 2, 3 and 4 of 1971 and No. 1 of 1972) while $58 
million remained available from continuing 1970-71 appropriations. 


The $14,841 million of expenditure is the net of total expenditure of $15,099 
million less revenue of $258 million which was credited to appropriations under 
authority of Appropriation Acts which authorized departments to spend certain 
revenues received during the year. Not included in this figure is expenditure of $56 
million from postal revenue and $24 million from the Department of National 
Defence Surplus Crown Assets Account. Gross expenditure was therefore $15,179 
million of which $7,468 million (49%) was incurred under statutory authorities, and 
$7,711 million (51%) was spent under the authority of appropriations granted for the 
year and continuing appropriations of previous years. 


Of the $412 million of unexpended balances at the year-end, $293 million lapsed 
in compliance with section 30 of the Financial Administration Act and $119 million 
perleining to the following departments and votes remained available for expendi- 
ture in 1972-73 because of special vote wording: 


Department Vote Particulars Amount 


Agriawiture(1 970-71) Aes as SO. 15 Farm income maintenance $ 10,000,000 
VER ghd Tae 2, ee ae ek Me 15 Farm income maintenance 16,000,000 
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Department Vote Particulars Amount 

| eis) abs Hier ko 9 bee OED A ees 20 International Food Aid Program 14,027,000 

International Emergency Relief $ 8,806,000 

22,833,000 

Indian Affairs and Northern Develop- 

CAE TH Ra lp OE ORs api ig cre a 30 Northern mineral development assist- 

ance grants 2,317,000 

Industry, Trade and Commerce ...... 29b Payments to certain wheat producers 68,000,000 
Secretary of State (1968-69) .......... 2 Construction or acquisition of build- 
ings, works, land and equipment— 

National Arts Centre 71,000 


$ 119,221,000 


14. The lapsed balances of $293 million represented 3.7% of the $7,866 million 
provided under Appropriation Acts. This was after transferring a total of $69 million 
between votes with parliamentary authority, thus reducing by $69 million the 
amount which would otherwise have lapsed at the year-end and the Supply that 
Parliament would otherwise have been asked to provide. In 37 votes of 17 depart- 
ments, lapsing balances aggregating $164 million represented more than 10% of the 
amounts appropriated. These include the following votes in which the lapsed 
balance represented 25% or more of the appropriation: 


Lapsed 

Appropriated Amount % 
PETOASUTY: Oar W OLED CONTINGENCIES. cones cee ea eet ees $ 75,000,000 $ 49,593,000 66 
Consumer and Corporate Affairs Vote 20— Operating .......... 236,000 145,000 61 
Veterans 4 tras. Vote 40—Canntal hc aasd are ie gh ees estates as oh 9 695 000 4,899,000 51 
Industry, Trade and Commerce Vote 30— World Exhibitions.... 242 000 115,000 48 
Transport Vote 75— Deficit—Jacques Cartier Bridge ........... 825,000 310,000 38 
Transport Vote 115b— Great Lakes Pilotage Authority ......... 361,000 128,000 35 
Pn ance. V Ole SU—l able DsGalO aaty: cut Gok «oP cs dca dbus «seek 431,000 126,000 29 


15. The following summary compares expenditure for the past two years: 


Increase 
(Decrease) 

1971-72 1970-71 Amount % 
LACT GT SUL RU) aay Nox Appia ee OE eee RARE $ 286,096,000 $ 277,006,000 $ 9,090,000 3.3 
COmmuUnICAIGHS.; 7... a0fo0 seek eueee coke ce 21,674,000 13,897,000 7,777,000 56.0 
Consumer and Corporate Affairs .......... 23 946 000 20,219,000 3,727,000 18.4 
Energy, Mines and Resources ............. 175,580,000 149 488 000 26,092,000 17.5 
| SURREY GS 8) CO UGLN ns Saa ante ee oriole nant ite 200 ,724 000 156,671,000 44,053,000 28.1 
PERerngleAtiairs eLecten o4 he Serie ee oe 314,448 000 281 585,000 32,863,000 11.7 
LOL AC 6 oe argon iT RECO SUG Re C EM CUR Tt 3,542,080 000 3,139,544 ,000 402,536,000 12.8 
Governor General and Lieutenant-Gover- 
AYE) chee yA one! ORY ROLE RRMA ND ee Belch A Mea 1,197,000 1,153,000 44000 38 
Indian Affairs and Northern Development 426 644 000 350 654,000 75,990,000 21.7 
Industry, Trade and Commerce ........... 362,699 ,000 250 569,000 112,180,000 44.8 
NSCOR Ss Sa ocak 5 anes ne Meee eee: 28,719,000 23 ,090 000 5,629,000 24.4 


PUT hc cope oo v Get oe eee eS ee 17,306,000 13,478,000 3,828,000 28.4 
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Increase 
(Decrease) 

1971-72 1970-71 Amount % 

Manpower and Immigration .............. 792,917,000 748,801,000 44116000 59 
NeNE EMS BYS Crcte or ae eae ee hee Sere 1 895,175,000 1,817 876,000 77,299,000 4.23 
National Health and Welfare ............. 2,706 075,000 2,337 996 ,000 368,079,000 15.7 
Ne On aetVeV CNC sind ke uaee. Jota Bie cunt 3 185,246 000 158,478,000 26,768,000 16.9 
PRE TUEN08 Ay aon eR GL. ee as Se A ee 32,597 ,000 27 236,000 5,361,000 19.7 
1 POSS a OG C6 ae eae lh rg 413 334,000 368 ,596 000 44,738,000 12.1 
Pea DUNC Ut ane ks tht ccoue keen ae oe 15,531,000 13,055,000 2,476,000 19.0 
MeN GER ter ee ck ba > hacen cas oie 336,756 000 330,658,000 6,098,000 1.8 
Regional Economic Expansion............ 346 393 ,000 297 831,000 48,562,000 16.3 
DECCEDAI TU mtalenrer cars 04 Pairs ee eee: 867 834,000 707 940,000 159,894,000 22.6 
Sa leelboricenerally 4c. cime% gthbe ses ake hues 260,062 000 222,789,000 37,273,000 16.7 
SOIL ANG OEIVICES .6cc6 sole cus cn we bee, vie 4 83,726,000 74 647 ,000 9079,000 12.2 
DORE S70) 8 ack A MCSD Os SOL cen ee) 512,446,000 450,105,000 62,341,000 13.9 
Geet OSE we Peensis Meh ace bas stmercies dow a 438 428 000 463 ,433 ,000 (25,005,000) (5.4) 
WrvarrAtiairs and Housing «-..6...0%s » 129,945,000 75,387 ,000 54,558,000 72.4 
NA STASI T EG BW gc an Cae, We AL Ea a 423 287 000 409 961,000 13,326,000 3.3 
$ 14,840,865,000 $ 13,182,143,000 $ 1,658,722000 126 


In the following paragraphs attention is drawn to significant increases or 
decreases in expenditure charged to individual appropriations or groups of 
appropriations. 


16. Agriculture. The increase in expenditure for the year was $9.1 million (3.3%) 
due mainly to increases of $4.1 million (87%) in the cost of departmental administra- 
tion and $2.3 million (22%) in the cost of administration of the Canadian Grain 
Commission. 


The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $6.6 million paid during the year and charged to the reserve for 
salary revisions. 


17. Communications. The increase of $7.8 million (56%) in departmental 
expenditure was due to increases of $4.9 million (53%) in operating expenditure and 
$2.8 million (61%) in capital expenditure. 


The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $211,000 paid during the year and charged to the reserve for salary 
revisions. 


18. Consumer and Corporate Affairs. The increase of $3.7 million (18%) included 
increases of $1.4 million (20%) in the Corporate Affairs Program, $854,000 (47%) in 
the Administration and Information Services Program, and $525,000 (84%) with 
respect to the Office of Investigation and Research. Offsetting these was a decrease 
of $447,000 (28%) for the Prices and Incomes Commission. 
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The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $550,000 paid during the year and charged to the reserve for salary 
revisions. 


19. Energy, Mines and Resources. The expenditure of the Department increased 
by $26 million (17%) due mainly to increases of $9.4 million (45%) in the Earth 
Sciences Program, $8.1 million (12%) for Atomic Energy of Canada Limited, and 
$4.7 million (61%) for the Atomic Energy Control Board. 


The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $1.4 million paid during the year and charged to the reserve for 
salary revisions. 


20. Environment. There was an increase of $44 million (28%) in departmental 
expenditure. This included $36 million (78%) under the Renewable Resources 
Program, of which $30 million (73%) applied to operating expenditure and $6 
million (73%) to capital expenditure. Other increases were $4.8 million (24%) for 
capital expenditure under the Environmental Quality Program and $4.2 million 
(124%) in the cost of administration, offset by a decrease of $2.7 million (43%) in 
grants and contributions. 


The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $3.9 million paid during the year and charged to the reserve for 
salary revisions. 


21. External Affairs. The increase in departmental expenditure.included $20 
million (42%) in operating expenditure due primarily to the Government’s decision 
to integrate administrative and support services for foreign operations of other 
departments, $1.9 million (28%) in capital expenditure for missions abroad, and $2 
million (12%) in grants and contributions. There was also an increase of $8.8 million 
(4.2%) in expenditure for the Canadian International Development Agency due to 
increases of: $11 million for International Emergency Relief ($14 million in 1971-72 
compared with $3 million in 1970-71), $10 million (16%) in International Develop- 
ment Assistance, $6 million (25%) in grants to international organizations for 
multilateral assistance programs, $3.4 million (40%) in contributions to non-govern- 
ment organizations for approved development assistance projects, $1.1 million (14%) 
in the cost of administration, and $1 million (71%) in the grant to the International 
Development Research Centre; offset by a decrease of $24 million (24%) in the 
International Food Aid Program. 


The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $744,000 paid during the year and charged to the reserve for salary 
revislons. 
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22. Finance. Expenditure increased by $403 million (138%) due mainly to 
increases of $197 million (16%) in subsidies and other payments to the provinces, 
$187 million (10%) in interest on outstanding bonds and treasury bills, $11 million 
(54%) in disbursements under the Canada Student Loans Act, R.S., c. S-17, and $2 
million (85%) in administration costs. 


The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $205,000 paid during the year and charged to the reserve for salary 
revisions. 


23. Indian Affairs and Northern Development. An increase of $39 million (18%) in 
the cost of the Indian and Eskimo Affairs Program comprised increases of $26 
million (15%) in operating expenditure and $13 million (27%) in capital expendi- 
ture. The cost of the Northern Development Program increased by $20 million 
(23%), reflecting an increase of $27 million (74%) in payments to the Northwest 
Territories and the Yukon Territory, offset by decreases of $5.8 million (20%) in 
operating expenditure and $1.7 million (8.38%) in capital expenditure. The Conserva- 
tion Program expenditure increased by $16 million (47%), due to increases of $7.2 
million (89%) in operating expenditure and $8.5 million (58%) in capital 
expenditure. 


The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $3.1 million paid during the year and charged to the reserve for 
salary revisions. 


24. Industry, Trade and Commerce. The increase in expenditure of $112 million 
(45%) included $51 million (145%) in the carrying costs of temporary wheat reserves 
and payments under the Prairie Grain Advance Payments Act, R.S., c. P-18, $30 
million (77%) for Statistics Canada, due mainly to costs connected with the 1971 
census, and $18 million (24%) for grants and contributions under the Trade-Industri- 
al Program. Other expenditure, for which there was no counterpart in the preceding 
year, included $11 million under the Employment Support Act, 1970-71-72, c.56, $7.8 
million under the General Adjustment Assistance Program, and $2.7 million in 
interest payments pursuant to the Temporary Wheat Reserves Act, R.S. (2nd Supp.), 
c.o1. There was a decrease of $7.1 million (89%) in the reimbursement of losses of the 
Canadian Wheat Board and $2.8 million (96%) in the costs of Canada’s participa- 
tion in world exhibitions. 


The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $1.2 million paid during the year and charged to the reserve for 
salary revisions. 


25. Justice. The increase of $5.6 million (24%) was due mainly to increases of 
$3.2 million (24%) in judges’ salaries, allowances and pensions and $2.3 million 
(25%) in departmental operating expenditure. 
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26. Labour. The increase in expenditure of $3.8 million (28%) was due to 
increases of $2.5 million (27%) in the cost of administration and $1.3 million (81%) 
in compensation for injury and other claims by public service employees. 


The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $1.3 million paid during the year and charged to the reserve for | 
salary revisions. 


27. Manpower and Immigration. Expenditure increased by $44 million (5.9%). 
There were payments of $84 million under the Local Initiatives Program, $2.4 
million for the Training-On-The-Job Program, and $1.3 million to cover the actuari- | 
al adjustment in government annuities pursuant to the Government Annuities Act, | 
R.S., c. G-6, which had no counterpart in 1970-71. There were increases of $47 million | 
(25%) in operating expenditure for the Development and Utilization of Manpower | 

| 


Program, $1.6 million (22%) in manpower mobility payments and $1.2 million (24%) 

in payments under the Vocational Rehabilitation of Disabled Persons Act, R.S., c. | 
V-7. There was a decrease of $94 million (55%) in capital assistance pursuant to the © 
Adult Occupational Training Act, R.S., c. A-2. | 


The Department’s expenditure for 1971-72 does not include retroactive salary © 


adjustments of $2.2 million paid during the year and charged to the reserve for | 
salary revisions. 


28. National Defence. The increase of $77 million (4.8%) was due mainly to _ 
increases of $93 million (7.1%) in operating expenditure for Defence Services, $13 | 
million (28%) in interest payments to the Canadian Forces Superannuation . 
Account, and $2.1 million (31%) in the cost of administration, offset by decreases of | 
$23 million (26%) in amortization of the actuarial deficiency in the Canadian Forces . 
Superannuation Account and $13 million (5.7%) in capital expenditure. | 


The Department’s expenditure of $1,895 million does not include $24 million | 
expended from the Department’s Surplus Crown Assets Account representing an | 
increase of $23 million of which $13 million was capital expenditure and $10 million — 
was operating expenditure. This Account, established by Vote 48, Appropriation Act | 
No. 2, 1966, 1966-67, c.3, is credited with revenue received from the sale of surplus } 
buildings, works, land, material, supples and equipment. Also not included are _ 
retroactive salary adjustments of $138 million paid during the year which were | 

: 


charged to the reserve for salary revisions. 


29. National Health and Welfare. The increase in expenditure comprised $366 | 
million (16%) in departmental expenditure and $1.8 million (5.1%) in the amount 
expended by the Medical Research Council on scholarships and research grants. 
Departmental administration expense increased $3.2 million (46%) and Health © 
Services expenditure increased $1.4 million (22%). Payments under the Health © 
Insurance and Resources Program were up $282 million (24%) due to increased — 
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contributions to the provinces of $176 million (44%) pursuant to the Medical Care 
Act, R.S., c. M-8, and $110 million (15%) pursuant to the Hospital Insurance and 
Diagnostic Services Act, R.S., c. H-8, offset by a decrease in payments of general 
health grants of $4.3 million (22%). Expenditure for the Food and Drug Services 
Program increased $3.9 million (25%) and for the Fitness and Amateur Sport 
Program by $3.2 million (60%). Payments under the Welfare Services Program 
increased $69 million (6.7%) due to increases of $65 million (17%) in payments to the 
provinces under the Canada Assistance Plan, R.S., c. C-1, and $5.8 million (47%) in 
operating expenditure. 


The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $1.7 million paid during the year and charged to the reserve for 
salary revisions. 


30. National Revenue. The Department’s expenditure increased by $27 million 
(17%) due mainly to increased salary costs. 


The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $4.7 million paid during the year and charged to the reserve for 
salary revisions. 


31. Parliament. Expenditure increased $5.4 million (20%) due mainly to the - 
increase of $2.8 million (88%) in salaries and expenses of the Members of the House 
of Commons and $1.9 million (14%) in the cost of administration. Expenditure of 
the Senate increased $538,000 (11%). 


32. Post Office. The expenditure of the Post Office increased by $45 million 
(12%) due mainly to increases of $40 million (14%) in salaries and allowances, $2.8 
million (60%) in acquisition of vehicles and mechanical equipment and $1 million 
(111%) in information services. 


The Post Office expenditure for 1971-72 does not include retroactive salary 
adjustments of $1.3 million paid during the year and charged to the reserve for 
salary revisions. 


33. Privy Council. The increase in expenditure of $2.5 million (19%) included 
increases of $1.2 million (22%) in general program expenditure, $601,000 (130%) for 
the Secretariat for Science Policy and Technology, $477,000 (123%) for the Office of 
the Commissioner of Official Languages, $380,000 (22%) for the Economic Council 
of Canada, offset by a decrease of $634,000 (68%) in expenditures of Royal 
Commissions. 


The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $133,000 paid during the year and charged to the reserve for salary 
revisions. 
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34. Public Works. The increase of $6.1 million (1.8%) in expenditure included an) 
increase of $40 million (18%) in the cost of the Accommodation Program that was| 
partially offset by a decrease of $37 million (94%) in Trans-Canada Highway costs 
under the Transportation and Other Engineering Program. 


The Department’s expenditure for 1971-72 does not include retroactive salary | 
adjustments of $2.7 million paid during the year and charged to the reserve for | 
salary revisions. 


Fn a 


35. Regional Economic Expansion. The increase of $49 million (16%) was due to | 
increases of $44 million (19%) in grants and contributions and $4.38 million (20%) in . 
operating expenditure. The major increases in grants and contributions were - 
million (65%) for industrial incentives, $26 million under the Atlantic Provinces | 
Special Highway Agreements which had no counterpart in 1970-71, and $17 million | 
(50%) under the Fund for Rural Economic Development (FRED), which were offset 
by decreases of $29 million (30%) under the Federal-Provincial Special Area Agree-_ 
ments (infrastructure), $4.7 million (75%) in payments under programs of the former 
Atlantic Development Board and $2.2 million (89%) in payments to NewStart 

Corporations. 


The Department’s expenditure for 1971-72 does not include retroactive salary | 
adjustments of $355,000 paid during the year and charged to the reserve for salary | 
revisions. | 


36. Secretary of State. The increase of $160 million (23%) included $62 million 
(16%) in payments to the provinces for post-secondary education, $25 million (49%) | 
for grants and contributions under the Bilingualism Development Program, $25 
million for contributions and operating expenditure of the Opportunities for Youth 
Program which had no counterpart in the previous year, $15 million (9%) for the 
operating expenditure of the Canadian Broadcasting Corporation, $10 million — 
(158%) for grants, contributions and operating expenditure under the Citizenship | 
Development Program, $9.7 million for the Centenary of the Confederation of | 
British Columbia with Canada for which $155,000 was spent in the previous year, $3 
million (86%) for the expenditure of the National Museums of Canada, $2.6 million | 
(30%) for grants and operating expenditure of the Translation Program, $1.4 million | 
(44%) in operating expenditure of the Canadian Radio-Television Commission and 
$1.2 million (46%) in the cost of administration of the National Library. Offsetting 
these increases was a decrease of $4.5 million (66%) in grants, contributions and | 
operating expenditure under the Arts and Cultural Support Program. | 


The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $1.38 million paid during the year and charged to the reserve for 
salary revisions. 
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37. Solicitor General. The expenditure of the Royal Canadian Mounted Police 


| increased by $26 million (18%) including $19 million (17%) for pay increases and 
| normal growth of the Force and $7 million (54%) for capital expenditure comprising 
| $3 million (65%) for buildings and $4 million (46%) for equipment. The expenditure 
of the Correctional Services Program increased by $10 million (14%) due mainly to 
increased salary costs of $8.4 million (19%). Administration costs of the Department 
increased by $453,000 (33%). ; 


The Department’s expenditure for 1971-72 does not include retroactive salary 


| adjustments of $2.5 million paid during the year and charged to the reserve for 


_ salary revisions. 


38. Transport. The increase of $62 million (14%) was due mainly to increases of 


| $22 million (45%) in the Surface Transportation Program, $20 million (15%) in the 


Air Transportation Program and $11 million (12%) in the Marine Transportation 
Program. Expenditure of the Canadian Transport Commission increased by $4.2 


million (8.6%) due primarily to an increase of $4.1 million (146%) in payments to 


railways and trucking companies under provisions of the Atlantic Region Freight 
_ Assistance Act, R.S., c. A-18. The expenditure of the Transportation Development 


Agency increased to $4.5 million, compared with $556,000 in 1970-71. Expenditure of 
The St. Lawrence Seaway Authority increased by $3.5 million (84%) and the 
National Harbours Board by $1.2 million (47%). 


The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $8.5 million paid during the year and charged to the reserve for 
salary revisions. 


39. Treasury Board. The decrease of $25 million is accounted for mainly by a 


_ decrease of $65 million in expenditure from the Contingencies Vote offset in part by 
— increases of $18 million (7.7%) in contributions to the Public Service Superannuation 


Account, $5.2 million (28%) in contributions to the Canada Pension Plan Account, 


— $6.5 million (88%) in respect of public service insurance plans, $2.7 million (85%) in 
administration costs and $1.5 million (82%) in capital expenditure of the National 


Research Council of Canada. 


40. Urban Affairs and Housing. Expenditure of Central Mortgage and Housing 
Corporation increased by $35 million (75%) due to increases of $18 million (80%) in 
costs of administration and $17 million (85%) for the reimbursement of losses from 
the operation of public housing projects. Of the increase of $17 million (61%) in 
funds provided to the National Capital Commission $16 million (96%) represented 
payments made to the National Capital Fund. 


41. Veterans Affairs. There was a net increase of $13 million (3.3%) in expendi- 
ture due mainly to increases of $18 million (8.7%) in pensions for disability and 
death, attributable to an approximate 10% rate increase, $7 million (12%) in 
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operation and maintenance of treatment services, and $1.2 million (22%) in the 
operating expenditure of the Veterans’ Land Administration Program, offset by 
decreases of $12 million (18%) in war veterans allowances and $2.6 million (85%) in 
capital expenditure for treatment services. 


The Department’s expenditure for 1971-72 does not include retroactive salary 
adjustments of $2.1 million paid during the year and charged to the reserve for 
salary revisions. 


42. Commissions under Part I of the Inquiries Act, R.S., c. I-13. The expenditure 
of these Commissions during 1971-72 and their cumulative expenditure from the 
respective dates of establishment to March 31, 1972, were: 


Number of 
employees at 
Date of March 31, Expenditure Cumulative 
establishment 1972 during year expenditure 
Royal Commission on: 

Pilotageg ee Sisal ee CR al vs: Nov. 1, 1962 — $ ©6©56,000 §=$ 1,527,000 
Bilingualism and Biculturalism ..... July 19, 1963 — 63,000 9 061 ,000 
FarmoaMachineryes pron core er eee May 26, 1966 — 24,000 1,569,000 
The Status of Women in Canada.... Feb. 16, 1967 — 14,000 1,948,000 
Indian Claims:‘Commission «3. ..<.<5 .. Dec. 19, 1969 4 139,000 238 ,000 
4 296,000 14,343,000 

The War Claims Commission— World 
A UCI 8 WRI ares tee vt eee Soe Oct 2a n10p2 — 26,000 15,263 ,000 

The Commission of Inquiry into the 
Non-Medical Use of Drugs.......... May 29, 1969 45 1,234,000 2,626,000 
Prices and Incomes Commission....... June 19, 1969 89 1,621,000 4 259,000 

Commission of Inquiry into the Pollu- 

tion of Canadian Waters by oil 

escaping from the steam tanker 
ATT OLN arn: ote Kel, Wie ae Mane es ae Mar. 12, 1970 — 27,000 165,000 
Foreign Claims Commission .......... Dec. 8, 1970 x. 56,000 82,000 


141 $ 3,260,000 $ 36,738,000 


The expenditure of the first five of these Commissions was charged to Privy 
Council Vote 1 while the expenditure of the War Claims Commission was charged to 
the War Claims Fund, that of the Commission of Inquiry into the Non-Medical Use 
of Drugs to National Health and Welfare Vote 1, that of the Prices and Incomes 
Commission to Consumer and Corporate Affairs Vote 25, that of the Commission of 
Inquiry into the Pollution of Canadian Waters by oil escaping from the steam 
tanker Arrow to Transport Vote 5 and that of the Foreign Claims Commission to the 
Foreign Claims Fund. © 


Revenue 


43. The Summary of Revenue by Main Classification and Departments for the 
fiscal year ended March 31, 1972, prepared by the Receiver General for inclusion in 
the Public Accounts and certified by the Auditor General, is reproduced as Exhibit 4 


ee 
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to this Report. The Summary shows tax revenue accounting for $12,562 million of 
the total revenue of $14,227 million. This total revenue figure does not include 
revenue of $258 million which was credited directly to parliamentary appropriations 
under authority of certain Appropriation Acts, postal revenue of $56 million which 
was used to meet certain postal expenses under authority of the Post Office Act, 
R.S., c. P-14, or the proceeds from sales of surplus property and equipment of $14 
million which were credited to the Surplus Crown Assets Account of the Department 
of National Defence. 


44. The following table summarizes the revenue shown in the Summary, by 
principal sources, for the past three years: 


1971-72 1970-71 1969-70 


Tax revenue— 


eonat income taxes... 6. ado as seis $ 5,581,983,000 $$ 4,696,482,000 $ 4,085,121,000 


POLDOrahiO Nel NCOBIE FAX v1 cers:. daccata wetness 2,183 ,132,000 2 218,528,000 2,611,961 ,000 

Income tax on dividends, interest, ete. going 
PUSHES ChE ears RRees Bat abs eite htt. LER 287 ,727 ,000 258,151,000 248 511,000 
SOCISLCEVELOPMENt taAX couys curs + addds seccae 408 400,000 566 250,000 476 500,000 
SORE) CS OR Sy ALR ERD DINE an tee RCRA ec nee een 1,984,707 ,000 1,707 501,000 1,716,899 ,000 
Excise taxes (other than sales tax) ........... 388,411,000 403 ,223 000 378 424 000 
Gnicsamis 1M DOtt AULIESHt «.. . 565.57. OR ERS de, 988 599 ,000 814,544,000 818 283 ,000 
PREP EIT 1OSe1 7 sae cheney a since de wees A 606,551,000 561,038,000 518,844,000 
SESE AXE Seater eRe Oe eo OE ee Sie 23 132,016,000 119,835,000 100,631,000 
WipeTeAKATeVCIUC AG coon cule: datdeie tng ee ons 392 ,000 315,000 251,000 
12,561,918,000 11,345,867,000 10,955,425 ,000 

Non-tax revenue— 

Pre IhiOMI MN OSEIMCTIEC. ©, 5 waeAtusuentt- cs epeu sii 1,183,231 ,000 1,000 153,000 860 ,032 ,000 
INCE WOSt ALTON EH err. © elie cca aan he ae Sock 403,791,000 337,571,000 354,753,000 
OPER ONstae Tey CNUCk iy tics na el wig hes 127,618,000 119,460,000 143,941,000 


1,664,640,000 


1,457,184,000 


1,358, 726,000 


$ 14,226,558,000 $ 12,803,051,000 $ 12,314,151,000 


45. The reduction in corporation income tax is due partly to the elimination of 
the 3% surtax effective July 1, 1971, and partly to the exercise by corporations of 
their option to base tax instalments on the income of the previous year. The 
reduction in the revenue from the social development tax results from the discon- 
tinuance of that tax effective January 1, 1972. The reduction in excise taxes (other 
than sales tax) is due to the repeal of the excise tax on television sets and tubes, and 
phonographs, radios and tubes with effect from June 19, 1971. 


46. The amounts shown for income taxes and sales tax do not include collec- 
tions of taxes levied under the Old Age Security Act, R.S., c. 0-6. These taxes which 
amounted to $2,118 million ($1,237 million on personal income, $212 million on 
corporation income, and $669 million on sales) were credited to the Old Age Security 
Fund. 
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during the year ended March 31, 1972, with comparable amounts for the two 


47. Excise taxes (other than sales tax). The following is a summary of collections 
previous years: | 
| 


1971-72 1970-71 1969-70 

) 
GIP ATeRtece ake oe heen aad bas ar ete are he en ts $ 306,231,000 $ 295,976,000 $ 272,949,000 | 
Torlet-articleés:and preparationss: cses os <4)c eres Case hex 22,037 ,000 21,430,000 19,755,000 | 
Panu aeu Let ODA CEO mrs tia neu a emis ee ah wks en, Mee 18,939,000 18,411,000 18,110,000 | 
Jewellery, clocks, watches, chinaware, etc............. 11,142,000 10,190,000 10,394,000 
VVC Seat anon en ates eerie cha aN ed Sig's ites els beeline 9 372,000 8,064,000 6,991,000 | 
Televisvom seus ald: TUDES) a.) 3 Actas ec koas ew ca sw oe 6,473,000 24 414,000 25,137,000 | 
SAIS. tote, eh as tend ed ct. seen eae ne Uda he ee 4,951,000 5,026,000 4,786,000 | 
PROUOPTAD RS TAGlOs. ath CUES car ewe este at lee wd 3,718,000 14,142 000 15,627,000 | 
SLC ye cure eee elec ae a ere es 60 Poe ya. Cae te op en cae 6,545,000 7,196,000 5,830,000 | 
RETAINS Aner ra wOACKS 4 Aehn6 Caan oles ie beeen ae —997 000 —1,626,000 —1,155,000 | 


$ 388,411,000 


$ 403,223,000 $ 378,424,000 


48. Excise duties. A listing of excise duties collected during the year ended — 
March 31, 1972, in comparison with corresponding amounts for the two previous | 
years, is given in the following table: | 


1971-72 1970-71 1969-70 | 

jE aS 

SOI UEINES Ne sey Gat ee ae A” te RE NORE ooo no eet yg $ 235,249,000 $ 209,361,000 $ 194,733,000 | 

OTe are Mee ss Re AN OT SOLO ee 213,174,000 204,168 ,000 185,966 ,000 | 

tA CTE A Soa Sth > Ls Mame Oy ge HE) CARY hy LEDER 3 OR 160 607 000 149 153,000 139 353,000 

COT CRAP. Ea ba ROA LEE 9 oo oie een Raat brats 27 8 ,246 000 8,042 000 7,906,000 | 
Rehincds Ang: kaw DACs fee hc 6 cance DA ener ee —10,725,000 —9_,686 000 —9,114,000 


$ 606,551,000 $ 561,038,000 $ 518,844,000 | 


49. Return on investments. The following is a listing of the revenue from the © 
various loans and investments in 1971-72, along with the comparable figures for the | 


two previous years: 


1971-72 

Central Mortgage and Housing Corporation ....... $ 320,831,000 
Date Ot AMACS 12% eee ssc Re CE ees Pe encanta 265 ,494 000 
Pachange Mund Accounts. $0. gee Ss os ae be ae 194,107,000 
Paro Credit Corpora iol oe ee eee 71,969,000 
(Canadian National Railways ia 4... alee alae 50,297 000 
Deposits with chartered bankei.. 274. Ma te. art. 46,009,000 
Weterane? Land Act loans. grscee cae alee fee coe: 23,726,000 
Doans-to. national governments: i.46.05 ).eeone nae 23,404,000 
The St. Lawrence Seaway Authority .............. 22,162,000 
Export Development Corporation ................ 22 026 ,000 
Municipal Development and Loan Act ............ 14,175,000 
Loans pursuant to the Atlantic Provinces Power 

DevelopmentvAceeh)..65 A-17 too coe etd 13,809,000 
Canadian Broadcasting Corporation .............. 8,423,000 
APOrS HEVOIWING PUN eran. cos creaor ees ae: 7,071,000 
Titernational Monetary Fund: ic. ie aes tee 5,224 000 


1970-71 


$ 265,959,000 


250,293 ,000 
175,485,000 
66 ,967 ,000 
58,431,000 
25,155,000 
21,968,000 
24 272,000 
12,856 ,000 
13,893 ,000 
14,585,000 


8,935,000 
7,435 ,000 
2,158,000 
3,179,000 


1969-70 


$ 228 660 000 


228,735,000 
105,073,000 
59,988,000 
50,706,000 
51,016,000 
18,956,000 
24,742,000 
10,327,000 
6,402,000 
14,627,000 


5,728 ,000 
6,068 ,000 


203,000 
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1971-72 1970-71 1969-70 
DV UOHAL Capital COMMISSION: occ basa na oak a aed 3,427 000 3,369,000 3,449,000 
Northern Canada Power Commission ............. 2,949,000 2,430,000 1,578,000 
PIG PLAT DOUTS DORPO hic wicca esas brace etl tems: 2,751,000 4,171,000 4 624 000 
AACE TISOUSHES US £52 vo SE Asal ed wat een 2,390 ,000 2,483 ,000 1,689,000 
Atomic Energy of Canada Limited ............... 2,335,000 1,615,000 1,306,000 
Re AC I aIy CCODTNISSIOI osu 90400 8s 3 oS s oes 2,131,000 5,620,000 4 223 000 
Canadian Overseas Telecommunication Corpora- 

Rs PER i Bia Pod Pa ek ES oe sds ee 2,109,000 2,277,000 2,458,000 
Government of the Northwest Territories .......... 2,106,000 1,369,000 1,020,000 
Loans to the provinces— assistance in the creation 

ET TV ITLCTIE rar BAe Wy od Ste skoc ee ex cea divin ics obaiidy oe 2,082,000 os — 
Government of the Yukon Territory .............. 1,748,000 1,341,000 892,000 
Bidorade: Nuclear Dimited wan ss Sees 1s. he bs haces 1,635,000 563,000 63,000 
Province of Quebec—Quebec’s share re guarantee 

1967 World Exhibition loan? 21202. ACI. . 1,519,000 2,559 ,000 3,298 000 
POR STIL TONIOT cick tod eh ett Aine can Oa gone 1,300,000 — — 
Northern Transportation Company Limited ....... 1,159,000 1,026,000 529 000 
Passport Office Revolving Funds 22.0509... o 1,138,000 952,000 1,396 ,000 
Special United States of America  securities— 

OAD IVC! LICR, ocucwsis eck aus Geos o 1,024 000 2,392 ,000 3,834,000 
Othenioansanad anvestments Ti Mas ee Ss ns 12,701,000 16,415,000 18,442 000 


$ 1,133,231,000 $ 1,000,153,000  $ 860,032,000 


Revenue from Central Mortgage and Housing Corporation for 1971-72 com- 
prised $313,399 ,000 ($257 039,000 in 1970-71) interest on advances under the National 
Housing Act, R.S., c. N-10, and $7,432,000 ($8,920,000 in 1970-71) profit for the year 
ended December 31, 1971, which was transferred to the Receiver General as required 
by section 30 of the Central Mortgage and Housing Corporation Act, R.S., c. C-16. 


The amount shown as revenue from the Bank of Canada represents the profit 
for 1971 which was paid to the Receiver General as required by section 23 of the 
Bank of Canada Act, R.S., c. B-2. 


Revenue from the Exchange Fund Account comprised earnings of $191,964,000 
on investments and net profit of $2,148,000 from trading operations in foreign 
exchange, gold and securities, paid into the Consolidated Revenue Fund in accord- 
ance with the requirements of section 16 of the Currency and Exchange Act, R.S., ¢. 


C-39. 


Interest is earned on amounts exceeding an aggregate of $100 million on deposit 
with chartered banks. The interest is calculated weekly on the lowest daily balance 
within the week at the weekly average accepted treasury bill tender rate for the 
three months treasury bills, less 10%. 


Revenue from loans to national governments included receipts from the United 
Kingdom of $3,462,000 covering current interest on deferred principal and interest, 
and $16,892,000 covering current interest on the unmatured portion of the loan. 
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Revenue from The St. Lawrence Seaway Authority comprised $20,060,000 
received on account of deferred interest and $2,102,000 on account of current 
interest. 


Revenue from the Export Development Corporation in 1971-72 represented 
interest received on long-term loans made to the Corporation under section 13 of the 
Export Development Act, R.S., c. EH-18, to enable it to make loans to foreign 
customers. In 1969-70 and prior years the revenue comprised interest received on 
individual loans to foreign customers. The change in financing arrangements result- 
ed in interest, which under the previous arrangements would have been recorded in 
1969-70, being carried over to 1970-71. 


The revenue of $13.8 million from loans pursuant to the Atlantic Provinces 
Power Development Act, R.S., c. A-17, represents interest on loans made through 
Northern Canada Power Commission to the power commissions of Newfoundland, 
Nova Scotia and New Brunswick. The increase in revenue is mainly due to the 
payment of deferred interest of $3.5 million by the Province of Newfoundland which 
had no counterpart in previous years. 


Revenue from the Airports Revolving Fund consists of interest on capital 
expenditures at Montreal and Toronto International Airports. 


Revenue of $5,224,000 from the International Monetary Fund is Canada’s share 
of the portion of the net income of the Fund for the year ended April 30, 1971, which 
was distributed pursuant to Article XII section 6(b) of its Articles of Agreement. 


Revenue from the National Harbours Board comprised interest on loans for 
Belledune, Montreal, Trois-Rivieres, Halifax and Vancouver Harbours and the 
Saint John Harbour Bridge Authority. The decrease in revenue 1s largely due to the 
deferment of interest payments on loans in respect of Vancouver Harbour. 


Revenue from loans to industry consists mainly of interest on loans to manufac- 
turers of automotive products in Canada affected by the Canada-United States 
Agreement on Automotive Products. 


Revenue of $2,082,000 on loans to the provinces represents interest on loans 
made to the Provinces of Quebec and New Brunswick for the purpose of assisting in 


the creation of employment as authorized by Finance Vote L18c, Appropriation Act 


No. 1, 1971, 1970-71-72, c.25. 


The revenue of $1,519,000 from the Province of Quebec represents interest on — 
notes held by Canada with respect to the Province’s share of the deficit of the — 


Canadian Corporation for the 1967 World Exhibition. 


The revenue of $1,300,000 from the Royal Canadian Mint represents the profits | 


remaining after $335,000 was transferred to a reserve for possible losses pursuant to 
section 21 of the Royal Canadian Mint Act, R.S., c. R-8. 


The revenue from the Passport Office Revolving Fund 1s the operating surplus 
for the year. 
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50. Net postal revenue. The following table shows the gross postal revenue, 
disbursements therefrom, and the resulting net postal revenue for the year ended 
March 381, 1972, with comparable figures for the two previous years: 


Gross postal revenue 


1971-72 1970-71 


els caret 0 Ieee IN Ay eras PN $ 486,581,000  $ 418,179,000 


Less: Revenue from financial and miscellaneous serv- 


Wes creed to-b ost Olfice Voted) ..2 has. a ycued cay « 26 ,984 ,000 25,502 000 
459 597 000 392 677 ,000 
Disbursements— 
Remuneration of postmasters and staffs at certain 
Clesses ONAL DOSL O1l10GS ee a, Lh Ges an Ses e ae: 50,511,000 49 342 000 
WO re TN rhs es ok Eo BS rgb hase Dac te onan Av deh tabos bes 5,295,000 5,764,000 
55,806,000 55,106,000 


FO EPR EL go RAPER AS MRR $ 403,791,000 $ 337,571,000 


1969-70 


$ 430 378,000 
23,393,000 
406 985 ,000 
46 340 000 
5,892,000 
52,232,000 


$ 354,753,000 


The amounts shown for ‘‘Other’’ disbursements comprise delivery charges on 
parcels mailed in Canada to foreign countries and transit charges on Canadian mail 
forwarded through foreign countries, compensation paid to messengers for special 
delivery of letters and parcels, losses by fire, theft, forgery, etc., and indemnities 
paid in respect of lost or damaged parcels and registered articles. 


51. Other non-tax revenue. An analysis of the amounts shown for ‘‘Other non-tax 
revenue” for the past three years follows: 


1971-72 1970-71 
Services allessonvice cece ieee utes Phas Le eae $ 17,863,000 $ 17,065,000 
Pr cee POU eles Me de Sele NS OS Bias i, 15,677 ,000 14,016,000 
Privaleees, licences and Permits «2... 5-2 fete oe ee 28 327 ,000 26 ,294 000 
Refunds of previous years’ expenditure .............. 21,482,000 23,045,000 
PWG ATCC GIA CO oo oe ass gis Gk! ase S Gey a eed 23 550,000 19,946 000 
Lise Cee OlSuer ett obs cree. Sane cet a nits oR ei see 20,719,000 19,094 000 


$ 127,618,000 $ 119,460,000 


1969-70 


$ 18,104,000 
16,366 000 
24,510,000 
29,447,000 
19,940 000 
35,574,000 


$ 143,941,000 
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Comments on Expenditure and Revenue Transactions 


Reference has already been made to the statutory responsibility of the Auditor 
General, under section 61 of the Financial Administration Act, to call attention to 
specific classes of transactions observed during his examinations and to any other 
case that he considers should be brought to the notice of the House of Commons. 


Pursuant to this direction, the following matters relating to the expenditure and 
revenue transactions examined during the year are brought to the attention of the 
House in this Report. Several matters of a similar nature relative to Crown 
corporations are also included. A number involve non-productive payments, the 
details of which are given at the request of the Public Accounts Committee. Some of 
these had their origin in prior years although in most cases payments were made in 
1971-72. 


52. Weakening of parliamentary control. In each of the past two years (paragraph 
50 in 1971) we have drawn attention to amounts included in the Estimates which 
were not required to meet expenditure coming in course of payment during the year. 
Nevertheless, under the authority of special wording in the several vote texts in the 
Appropriation Acts, the amounts were recorded as expenditure of the year and 


credited to special accounts to be available for spending in future years. Last year, — 


$65,551,000, which was not required during the year, was recorded as expenditure 
and formed part of certain balances totalling $291,693,000 at March 31, 1971, that 
were available without further reference to Parliament to meet obligations coming 
in course of payment subsequent to that date. We have pointed out that one of the 
most important controls exercised by Parliament over public expenditure is provid- 
ed by section 20 of the Financial Administration Act which directs that: 


All estimates of expenditures submitted to Parliament shall be for the services.coming in | 


course of payment during the fiscal year. 


We gave some of the background to this requirement showing that when it was first 


introduced in England in 1863, it was hailed as practically guaranteeing the control 


of public expenditure by Parliament. 


In the past three years (paragraph 51 in 1971) we have drawn attention to the 


recording as expenditure of the amount in the Contingencies Vote which was not | 


required to supplement other votes or for contingencies and the placing of this | 
amount in a reserve from which payments were made in respect of retroactive salary | 


increases relating to previous years. This had resulted in substantial amounts being 


retained for spending in future years. The practice has now been discontinued and | 
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the balance of the 1971-72 Contingencies Vote lapsed in accordance with the 
provisions of section 30 of the Financial Administration Act. 


The following amount in the appropriations for 1970-71 from which expendi- 
tures could be made in 1970-71 and 1971-72 was not required in either year but, 
without the authority of Parliament, was recorded as expenditure of 1971-72 and 
transferred to a special account: 


$4,500,000 not having been expended from Secretary of State Vote 22a of 1970-71 was transferred 
during the year to a special account opened for the purpose—National Second Century Fund 
of British Columbia. (See paragraphs 204 and 309 of this Report.) 


The following amounts were included in the appropriations for 1971-72 and, 
because of special wording in the vote texts in the Appropriation Acts, were recorded 
as expenditure and placed in special accounts where they remained available for 
spending in future years: 


$8 644,000, being the amount by which the payments of $74,829,000 to the International Assistance 
Account of the Canadian International Development Agency, provided for by External 
Affairs Vote 20, exceeded the expenditures charged to the Account during the year; 


$7 585,000, being the amount by which the payments to the Canadian Dairy Commission by the 
Agricultural Stabilization Board, provided for by Agriculture Vote 15, exceeded the expendi- 
ture of the Commission during the year; 


$3,021,000, being the amount by which the payment of $20,000,000 to the Railway Grade Crossing 
Fund pursuant to Transport Vote 70 exceeded the expenditure charged to the Fund during the 
year; 


$1,329,000, being the amount by which the payment of $1,354,000 to the National Harbours Board 
Special Account on March 21, 1972, for special employment projects pursuant to Transport 
Vote 80 exceeded the payments of $25,000 on these projects to March 31, 1972; 


$1,065,000, being the amount by which the $2,400,000 provided by Secretary of State Vote 100 for 
the purchase of objects for the collections of the National Museums of Canada exceeded the 
net expenditure from the National Museums of Canada Purchase Account during the year; 


$208,000, being the amount by which the payment of $481,500 to the Standards Council of Canada 
pursuant to Industry, Trade and Commerce Vote 40 exceeded the expenditure of the Council 
during the year; 


$190,000, being the amount by which the payment of $496,000 to the National Library Purchase 
Account pursuant to Secretary of State Vote 95 exceeded the expenditure charged to the 
Account during the year; 


$170,000, being the amount by which the payment of $2,956,000 to the National Arts Centre 
Corporation pursuant to Secretary of State Vote 75 exceeded the expenditure of the Corpora- 
tion during the year; 


$146,000, being the amount by which the payment of $1,900,000 to The Company of Young 
Canadians pursuant to Secretary of State Vote 70 exceeded the expenditure of the Company 
during the year; and 
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$62,000, being the amount by which the charge to Supply and Services Vote 20 to restore the 
Canadian Commercial Corporation reserve for contingencies to $225,000 exceeded the charge 
to the reserve during the year. (See paragraph 211 of this Report.) 


Had these amounts, which were not required during the year, not been recorded 
as expenditure of the year the deficit for the year would have been $26,920,000 
(4.4%) less. 


Expenditures made during the year without further reference to Parliament 
from funds set aside in previous years because of special wording in the vote texts in 
the Appropriation Acts of those years include: 


$61,575,000 charged to the reserve for salary revisions in respect of retroactive salary payments for 
1970-71 and prior years; 


$15,485,000 charged to the reserve for wheat inventory reduction payments in respect of wheat 
inventory reduction and grassland incentive payments; 


$3,190,000 charged to the National Capital Fund, being the amount by which net expenditures of 
$36,690,000 exceeded the payment of $33,500,000 to the Fund pursuant to Urban Affairs and 
Housing Vote 20; and 


$482,000 charged to the surplus account of the Canadian Broadcasting Corporation, being the 
amount by which the net cost of operations of the Corporation, $174,917,000, exclusive of 
depreciation and amortization of $11,331,000, and the amount required for the repayment of 
loans from Canada, $6,565,000, exceeded the payment to the Corporation pursuant to Secre- 
tary of State Vote 55, $181 000,000. 


Had these amounts been included in the Appropriation Acts for the year the 
deficit for the year would have been $80,732,000 (13%) greater. 


At March 31, 1972, funds available without further reference to Parliament to 
meet expenditures for services coming in course of payment subsequent to that date, 
which would normally be paid from future years’ appropriations, together with 
comparable amounts at the end of the preceding year, included: 


March 31, 1972 March 31, 1971 


InternationalvAssistancesA.ccounttw, ese ad ol. Sts ie $ 91,243,000 $ 82,599,000 
Heservie: FOR SaIAT VO TEV ISIONS eae ys ence he La tale Merry ree eee ae Da 37 ,638 ,000 99,213,000 
Reserve for wheat inventory reduction payments ............20.0 ee eee 26 927 000 42,412,000 
Department of National Defence: 
Sirplis:CrownAsseteticcountieahc,. tue ae BOO Seo ee 12,740,000 22,991,000 
Replacement.of. Materiel Account 32.0.8 2 lett ale Sees ee 1,530,000 1,530,000 
14,270,000 24,521,000 
Wagon Capital Fund 25 noee racan cs ais eave amt Gach at dae ae oat 13,753,000 16,943,000 
Canadian DrGadcasting Corporation ior.) oe eves ae ore ae ea 12,533,000 13,015,000 
Cahadian/Dairy- Commissions. cues se. ae eee. ae. Lebicng, ee, 9,070 ,000 1,485,000 
Railway Grade Crossing Mundi a4. Sa ee. ake, dane ee 6 394 ,000 3,373,000 
National Harbours Board— Special Account .............000c0ecee00 1,443 ,000 452,000 
National Museums of Canada— Purchase Account ................005 1,244 000 179,000 
he Gompanyotw qune Canadians =..ocki enn aa etree Fea ee eae: 984 ,000 838,000 
Centennial or Contederation Pind. .? . 22. Sees ea ne eee ae 793,000 801,000 
National Arts'\CentreCorporationne e208 2 ve 8 ee eee eee 737,000 567,000 
Standards Council of Canadartey cate ee oe: Ce ee eee ee eee 342,000 — 
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March 31, 1972 March 31, 1971 


Canadian Commercial Corporation—Reserve for Contingencies ....... g 225,000 §¢ 163,000 
National Library of Canada— Purchase Account .................005- 191,000 1,000 


$ 217,787,000  $ 286,562,000 


The Surplus Crown Assets Account and the Replacement of Materiel Account of 
the Department of National Defence provide for the diversion of revenue which 
may be spent by the Department in future years without further reference to 
Parliament. This weakens the control of public expenditure by Parliament. 


We reiterate that one of the most important controls exercised by Parliament 
over public expenditure is its requirement that all estimates of expenditure submit- 
ted to it shall be for the services coming in course of payment during the fiscal year. 
This control is seriously weakened when funds are credited to special accounts to be 
avallable for spending in future years. 


53. Non-lapsing balances of votes available for spending in subsequent years. In the 
preceding audit comment (paragraph 52) we have referred to amounts appropriated 
by Parliament which were recorded as expenditure of the year and credited to 
special accounts to be available for spending in future years. Other instances in 
which Parliament has been asked to appropriate funds which are not required for 
services coming in course of payment during the year include those cases where the 
vote wording provides for payments in the current and subsequent fiscal years. 


Paragraph 13 of this Report gives a listing of amounts, in six appropriations, 
totalling $119,221,000 which did not lapse but may be disbursed in a subsequent 
fiscal year. These amounts are: 


1. AGRICULTURE VOTE 15—$26,000,000. In 1970-71 Agriculture Vote 15 provided, under the 
heading of Farm Income Maintenance, an amount of $10,000,000 for agricultural adjustment 
payments in the current and subsequent fiscal years. No amount was spent from this appro- 
priation. Notwithstanding this, Vote 15 in 1971-72 provided a further $16,000,000 for this 
purpose and once again, no amount was spent. Thus, Parliament over the past two years has 
provided authority to spend $26,000,000, none of which was required in those years. 


2. EXTERNAL AFFAIRS VOTE 20—$22,833,000. This Vote included an amount of $85,000,000 for the 
International Food Aid Program in the current and subsequent fiscal years, which was 
additional to $5,556,000 already available for spending under the authority of Vote 20 of 
1970-71. Also included under Vote 20a was $22,000,000 for International Emergency Relief in 
the 1971-72 and 1972-73 fiscal years. From these amounts, $89,723,000 was expended, leaving 
$22 833,000 available for spending in future years comprising $14,027,000 for the International 
Food Aid Program and $8,806,000 for International Emergency Relief. There is a further 
amount included in the 1972-73 Estimates for the International Food Aid Program and it is 
not clear why the annual Estimates could not have included only the amount expected to 
come in course of payment during the year. 
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3. INDIAN AFFAIRS AND NORTHERN DEVELOPMENT VOTE 30—$2,317,000. Since 1966-67, there has 
been an annual vote for Northern Mineral Development Assistance Grants including authority 
to spend in the current and subsequent fiscal years. In the Public Accounts for 1970-71 the 
balance of the appropriation was shown as having lapsed with no amount available for 
spending in future years. In the 1971-72 Public Accounts Volume I, page 9.6, an amount of 
$2,317,000 is shown as not lapsing and available for spending in future years. It is not clear 
why the annual appropriation could not have been the amount which it was anticipated would 
come in course of payment during the year, with any excess lapsing as contemplated by section 
30 of the Financial Administration Act. 


4, INDUSTRY, TRADE AND COMMERCE VOTE 29b—$68,000,000. This Vote provides for payments in 
1972-73 to holders of 1971-72 Canadian Wheat Board permit books and to certain other 
producers of wheat in Canada. Inasmuch as the entire amount is for payment in 1972-73 it is 
not clear why the Vote was not included in either the Estimates or Supplementary Estimates 
for 1972-73 instead of in Supplementary Estimates for 1971-72. 


5. SECRETARY OF STATE VOTE 2b—$71,000. This is a 1968-69 appropriation authorizing expendi- 
ture in the current and subsequent fiscal years not exceeding $4,729,000 to cover residual costs 
of construction of the National Arts Centre. Disbursements amounted to $2,117,000 in 1968-69, 
$2,188,000 in 1969-70, $206,000 in 1970-71 and $147,000 in 1971-72. When funds are made 
available in advance of requirement in this way, there would seem to be an implication that 
Parliament is satisfied to have construction continue until the funds are exhausted. 


In our opinion the practice of appropriating funds to be spent in subsequent 
fiscal years as well as in the current year also serves to weaken Parliament’s control 
over spending. 


54. Government Contingencies Program. In previous Reports (paragraph 51 in 
1971) we have referred to the annual Contingencies Vote provided to the Treasury 
Board to supplement other votes for paylist and other requirements and to provide 
for miscellaneous minor and unforeseen expenses. Authority is also provided to 
re-use any sums allotted from this Vote for non-paylist requirements and repaid 
from other appropriations. By having such a vote available, the Treasury Board 
Secretariat is able to instruct departments to provide in their estimates only for 
known requirements and not to include any cushion against unexpected obligations. 


In recent years the annual provision had been substantial due to widespread 
salary increases in the government service. The following summary shows the 
annual provision in each of the past five years, the extent to which it has been used 
for transfers to other votes that were not recovered from supplementary appropria- 
tions, and the unused balance at the year-end: 


Transferred to other votes Unused balance 
Transferred 
to reserve 
Provided Paylists Miscellaneous Lapsed account 
THOF-08 5 a ee $ 45,000,000 $ 22,830,000 $ 11,000,000 $ 11,170,000 $ 


UL a bo ene ce eatid gprs een rw 175,000,000 54,463 ,000 8,000 120,529,000 
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Transferred to other votes Unused balance 
Transferred 
to reserve 
Provided Paylists Miscellaneous Lapsed account 
Ue Sr 0M se ae ee oa ae $ 100,000,000 $ 40,746,000 $ 598 ,000 $ $ 58,656,000 
CO | Nags IR GR a eae AP 80,000,000 14,956,000 6,000 65,038 ,000 
LG bs Ca a i 75,000,000 25,404,000 3,000 49 593,000 


Miscellaneous transfers in 1971-72 amounted to $68,590,000 of which all but 
$3,000 was recovered from supplementary appropriations which included the items 
for which the original transfers were requested. 


Members of the Public Accounts Committee have expressed concern that large 
sums are placed in the hands of the Executive for the supplementing of appropria- 
tions of the various departments. In its Thirteenth Report 1966-67 the Committee 
stated that additional amounts required by each department should be made the 
subject of a supplementary estimate prepared by the department concerned for 
submission to Parliament for its consideration and appropriation in the usual 
manner (see Appendix 1, item 25). Nevertheless the practice has continued. 


In the years 1968-69, 1969-70 and 1970-71 the purposes of the Contingencies Vote 
were extended by establishing a reserve from the unused balance of the appropria- 
tion at each year-end from which payments were made in respect of salary increases 
relating to previous years for persons employed in the Public Service. This practice 
was discontinued in 1971-72, and the unused balance in the Contingencies Vote 
lapsed in accordance with the provisions of section 30 of the Financial Administra- 
tion Act. A balance of $37,638,000 remains in the reserve and presumably will be 
used to pay retroactive salary increases applicable to prior years. Transactions in 
this reserve account since inception may be summarized as follows: 


Payments of 


salary 
Transferred increases 
from relating to Balance 
Contingencies previous at 

Vote years March 31 
DOS Ghee ie aon 1a oe On Meh gesnce aide hn Meum ot Oe eT eeee $ 120,529,000 §$ — $ 120,529,000 
tL SOB NSS e oe Jia AM al Naw te en PAR Ac’ Pa MORE ART a 58,656,000 114,853,000 64 332,000 
IS7OST ET IE Ree, Pes a LE ER PP 65,038,000 30,157,000 99 213,000 
MOTE sD See ee SUG ets Se ee eee eee —_ 61,575,000 37 638,000 


Since the year-end only $804,000 has been paid out of the reserve. We have 
asked the Treasury Board Secretariat what period of time they expect will elapse 
before the reserve is exhausted and what final disposition will be made of any 
amount that is not required. They have told us that they were unable to answer 
these questions. 
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During the year the Treasury Board approved an allotment of $3,700,000 from 
the Contingencies Vote for the purchase of shares of capital stock of Panarctic Oils 
Ltd. The authority was subsequently provided by Indian Affairs and Northern 
Development Vote L56a, Appropriation Act No. 4, 1971, 1970-71-72, c.58, but Parlia- 
ment was not informed that funds had already been made available from the 
Contingencies Vote and that the stock had been purchased. It seems doubtful that 
Parliament intended the Contingencies Vote to be used to initiate expenditure not 
within the ambit of existing votes, except in an emergency. The wording ‘‘to 
supplement other votes’’ suggests that it did not. 


55. Revised vote pattern. In last year’s Report (paragraph 52) we referred to the 
criteria recommended by the Public Accounts Committee in its First Report 1968-69, 
presented to the House on January 29, 1969, to be used in determining the votes 
required under the revised form of the Estimates introduced in 1970-71. 


As was the case last year, there are a number of instances in the 1971-72 
Estimates where the criteria were not followed. For example, there was not a 
separate vote for the Agricultural Stabilization Board. Similarly, there was not a 
separate vote for grants and contributions, which exceeded $5 million in the Indian 
and Eskimo Affairs Program of the Department of Indian Affairs and Northern 
Development. It was explained in the Foreword to the Estimates that this had been 
done to allow the Department of Indian Affairs and Northern Development flexibil- 
ity in this Program to provide the required assistance in the most effective manner 
throughout the year. The Foreword also refers, apparently in error, to the Northern 
Development Program. The Estimates for 1972-73 indicate no change for these 
items. 


The following comments are made with respect to other items in the Estimates 
for 1971-72: 


1. In the appropriations which provide authority to spend revenue, the estimate of revenue 
continues to appear only in the Estimates details rather than in the Appropriation Act. The 
1972-73 Estimates indicate no change. Thus, no recognition has been given to the view 
expressed in each of our Reports since 1966 (paragraph 53 in 1971) that to ensure parliamentary 
control over expenditure, where authority is provided for the spending of revenue, three 
figures—estimated gross expenditure, estimated revenue and net amount appropriated— 
should appear in the appropriation itself and the amount of revenue used.to supplement the 
net amount appropriated should be limited to the estimated revenue shown in the appropria- 
tion. (See also paragraph 56 of this Report.) 


2. In previous Reports we have mentioned that parliamentary control had been further weakened 
by showing the amount of some votes as a net amount after deducting, in the ‘‘Program by 
Activities”, an amount representing the anticipated recovery of expenditure from the vote 
which had not been provided for in the vote. For example, Finance Vote 1 provides a net 
amount for the Financial and Economic Policies Program after deducting from the estimated 
expenditures an amount of $868,000. There is no explanation of this item and nowhere in the 
1971-72 Estimates can Members of the House find the information that the Department of 
Finance is recovering the cost of administrative services provided to the Treasury Board. It has 


long been accepted that expenditure falling within the ambit of a vote, but not provided for in | 
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the vote, which is later recovered may be credited to the vote. There must, however, be no 
supplementing of the vote and therefore such credits should be restricted to recoveries of 
clearly identifiable expenditures only. This is not the case in the example referred to and in 
our opinion such recoveries of costs should be regarded as revenue and credited to the vote 
only with the appropriate authority and with the amount controlled as suggested in 1. 
Recoveries of costs should also be credited to revenue in other cases where the ‘‘Program by 
Activities” of a department shows a deduction for, but does not show the nature of, receipts 
and revenue credited to the vote which are not clearly identified and adequately described. 
Although there was no change in the 1971-72 Estimates, more information appears in the 
1972-73 Estimates. 


3. As in the past few years words which represent an amendment to legislation appear only in the 
Details of the Estimates rather than in the text of several of the 1971-72 votes. The President 
of the Treasury Board advised the Chairman of the Public Accounts Committee on December 
9, 1971, that in 1972-73 the vote titles would be expanded to include such legislative 
authorities. 


4. Last year we noted that, where the initially estimated capital expenditure in a vote was below 
$5 million, a separate capital vote was not required to meet the criteria recommended by the 
Public Accounts Committee. A consequence in 1971-72 was that Parliament did not have the 
opportunity to control capital expenditure of $926,000 in National Health and Welfare Vote 20 
when funds provided for operating purposes were used for capital purposes and the actual 
capital expenditure, which had been estimated at $4,628,000, was $5,554,000. 


56. Supplementing parliamentary appropriations. In previous Reports (paragraph 
53 in 1971) we have drawn attention to the weakening of parliamentary control over 
expenditure when appropriations containing provision for the spending of revenue 
received during the year may be supplemented in the event that the revenue 
received is in excess of the revenue estimated. We cited examples of appropriations 
which had been supplemented in this manner and reiterated our recommendation 
that the use of revenue be limited to the estimated amount. 


No change was made in 1971-72 to those appropriations which authorized the 
spending of revenue and the wording in the Estimates for 1972-73 also indicates no 
change. 


In 1971-72 there were 26 appropriations of 17 departments which authorized the 
spending of revenue. In 138 appropriations the revenue received exceeded the 
estimated revenue by a total of $31,481,000. In 10 of these appropriations the excess 
of actual revenue over estimated revenue exceeded $100,000 as follows: 


Excess of actual revenue 
over estimated revenue 


Estimated Actual 
revenue revenue Used Unused 
PTICTUT oe VOLE 2 kan ok aod eae eb onaa. $ 1,858,000 $ 2,240,000 $ _- $ 382,000 
Communications ¥ Ob0tl =. agca ss cierees oo 6 382 ,000 7,716,000 585,000 749,000 
National Defence Vote) 250.....0 0a). 116,046,000 132,034,000 12,834,000 3,154,000 
National Health and Welfare Vote 20 .. 8 229,000 11,127,000 1,858,000 1,040,000 


Solicitor General Vote 20—Royal 
Canadian Mounted Police .......... 45,679,000 49 202 000 1,192,000 2,331,000 
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Excess of actual revenue 
over estimated revenue 


Estimated Actual 
revenue revenue Used Unused 

Transport ' 

BE) 9 gee WG en on Peli MC rare ie $ 490,000 § 843,000 $ 29,000 $ 324,000 

ViOtO ees Sons ea bays vet Pa ET 11,281,000 12,336,000 817,000 238 ,000 

WViGLOVZD aie ss sa acveute! Doh Sei, stereos 31,289,000 33,897 ,000 — 2,608,000 
Treasury Board Vote 15—National 

Research Council of Canada ........ 9,087 ,000 9,641,000 — 554,000 
Veterans Affairs Vote 35 .............. 27 632,000 30,311,000 607,000 2,072,000 


$ 257,973,000 $ 289,347,000 $ 17,922,000 $ 13,452,000 


Treasury Board Circular No. 1969—94 of July 14, 1969, directs that where 
authority has been provided in a particular vote to spend revenue and where 
receipts are more than 125% of the amount forecast in the Estimates, the excess is to 
be credited to a separate allotment which may be spent only with Treasury Board 
approval. Thus the Treasury Board has retained for itself control over that portion 
of the excess which exceeds 25% of the revenue originally estimated. 


Under this directive the entire $31,481,000 excess of actual revenue over estimat- 
ed revenue received in 1971-72 was available for spending at the Departments’ 
discretion with the exception of the following amounts aggregating $1,071,000 which 
could be spent only with Treasury Board approval: 


Nationaltieatth and: Welfare Vote 20: 2 0'.0.04 pos re cee yee Pak cet nee ee ee $ 841,000 
Transport, Voterkesi ss cces PS SES a Nee ah ea a ers bh Ser i ee ee 230,000 


$ 1,071,000 


We reiterate our view that to ensure parliamentary control over expenditure, 
where authority is provided for the spending of revenue, three figures—estimated 
gross expenditure, estimated revenue and net amount appropriated—should appear 
in the appropriation itself and the amount of revenue used to supplement the net 
amount appropriated should be limited to the estimated revenue shown in the 
appropriation. 


37. Unpaid accounts carried forward to new fiscal year. A summary of accounts 
properly chargeable to 1971-72 which were not paid in that year appears on pages 
11.22 to 11.24 of Volume I of the Public Accounts. The amounts shown in the 
summary are divided into six categories, the totals of which compare with the 
previous year’s totals as follows: 
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March 31, 1972 March 31, 1971 


Invoices received on or before April 30: 


Interdepartmental— 
LOCO EEC CMU Me CU gE LS tee gir Genie nS 2 De eR Ie eye oti) Epa gt el te Suan $ 1,368,000 $ — 
Petre ASU LIS Wee ee, Aes ok ete Sea the tee ee eed i 112,000 742,000 
1,480,000 742,000 
Other— 
TIS UMERTOTOLI RULES od Ser ek Rac eee ahaa the a eK ew eae wdc tony Cae 14,406 ,000 12,235 ,000 
GEC Ca sOUIS eae re sia Rene ks GA RE Seek oe SEE 10,187,000 13,232,000 
24,593,000 25,467,000 
Invoices received after April 30: 
literlepairtmentalin ash minty: fx scieh edi a Patt Gite wdece copes abet 710,000 141,000 
CCR Ree ac PT Me ER SSG ne Oia iad i tap acetad Capen atte 18,641,000 18,776 ,000 
19,351,000 18,917,000 


$ 45,424,000 $ 45,126,000 


Although accounts received by April 30 which remained unpaid for reasons 
other than insufficient funds are shown as amounting to $10,299,000, the funds 
actually available for payment of these accounts amounted to only $9,109,000. No 
explanation is given in the summary for the non-payment of the accounts to this 
extent. 


Not included in the summary are additional accounts totalling $818,000 charge- 
able to Department of National Defence appropriations which were received very 
late. These accounts could not have been paid in any event as sufficient funds were 
not available in the votes. 


Of the accounts totalling $19,351,000 received after April 30, $11,495,000 could 
not have been paid in any event as sufficient funds were not available in the votes. 


The relationship of these unpaid accounts, including the $818,000 which was not 
reported in the Public Accounts ($2,700,000 in 1970-71), to the availability of funds 
may be seen from the following table which also shows the comparable amounts for 
the previous year: 


March 31, 1972 March 31, 1971 


Failure to pay although funds were available ..................00 000 $ 9,109,000 $ 13,989,000 
Pave 10 eu Accounts 1100 GINO." so alae. wooc oho toss Oia oo ee see 7,856,000 9,011,000 
Failure to seek supplementary appropriations ..............0. eee e ees 16,964,000 14,920,000 
Failure to get accounts in on time and to seek supplementary appro- 

Ue LO UG ere ah, 0h Se ae UR Ae a ch ane ik ak Oe a at MA 12,313,000 9,906 ,000 


$ 46,242 000 $ 47,826,000 


It will be noted that the unpaid accounts decreased by $1,584,000 from those 
unpaid at the end of the previous year. Therefore the expenditure applicable to 
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1971-72 was actually $1,584,000 less than was recorded. However, the 1971-72 appro- 
priations were intended to cover accounts coming in course of payment during the 
year and technically 28 appropriations were overspent by $29,277,000. 


In previous Reports (paragraph 54 in 1971) we have referred to the provisions of 
section 25 of the Financial Administration Act which imposes on deputy heads or 
other persons charged with the administration of a service the responsibility for 
operating commitment control records for each parliamentary appropriation in such 
a way that they are in a position at any time to determine the balance remaining in 
an appropriation that is available for further commitment. We pointed out that 
Parliament has modified the requirements of section 25 by including in the annual 
appropriations of certain departments authority to enter into commitments that will 
come in course of payment only in future years. Should these commitments come 
due for payment earlier than anticipated there may not be sufficient funds in the 
vote to enable payment to be made. Similarly, in the case of annual appropriations 
providing for claims under programs where the amount has been underestimated, 
there is no alternative but to withhold payment until a further parliamentary 
appropriation is available. Payments withheld in this manner are usually charged 
against the corresponding appropriation in the new year, which often results in that 
appropriation being insufficient to take care of all the accounts coming in course of 
payment for which it had originally been provided. 


We reiterate our view that the present procedures whereby appropriations are 
not reported as having been overexpended, through the technique of withholding 
payment of amounts owing by the Crown until a further appropriation becomes 
available, are misleading and should be reviewed. Consideration should also be 
given to the procedures followed in presenting supplementary estimates to Parlia- 
ment. Appropriation Act No. 1, 1972, 1972, c.1, covering the 1971-72 final Supple- 
mentary Estimates, was assented to.on March 29, 1972. A study should be made of 
the reasons why much of the $29 million of accounts unpaid due to insufficient 
funds at March 31, 1972, was not provided for in these Supplementary Estimates. 


A study should also be made of the reasons for the discrepancies between 
accounts payable by departments and the corresponding accounts receivable of 
departments providing them with services. Interdepartmental accounts payable at 
the year-end have been reported as $1,480,000 owing in respect of invoices received 
on or before April 30 and $710,000 owing in respect of invoices received after April 
30. These amounts are substantially less than the receivables of approximately $3 
million recorded by departments as due from other departments at March 31, 1972, 
and receivables of over $8 million which form part of working capital advances of 
creditor departments at that date, all of which are actually undistributed expenses 
of government departments and agencies. (See also paragraphs 257 and 269 of this 
Report.) 


38. Loans and advances representing grants. Reference has been made in previous 
Reports (paragraphs 55 and 239 in 1971) to certain loans to Crown corporations and 
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others where payments of interest and instalments on principal were dependent on 
further appropriations of Parliament. 


The Public Accounts Committee has considered the practice from time to time 
since 1963 and holds the view that outlays on properties, such as those held by the 
National Capital Commission in the Greenbelt, are expenditures of the Crown 
rather than income-producing investments (see Appendix 1, item 5). In its Seventh 
Report 1966-67 the Public Accounts Committee stated that it was disturbed to learn 
that the practice had been further extended in 1965 when the House was asked to 
approve loans to the Canadian Broadcasting Corporation to finance capital require- 
ments which in the past were financed by grants charged to budgetary expenditure. 
The Committee reiterated its opinion that “‘expenditures of this type are not loans 
or advances which can or should be regarded as revenue-producing assets but are in 
fact grants and should be charged directly to budgetary expenditure in the Public 
Accounts of Canada” (see Appendix 1, item 17). On May 6, 1971, the Public 
Accounts Committee discussed this question with the Auditor General and the 
Deputy Minister of Finance but has not made any further recommendation to the 
House. 


The practice of recording these expenditures as loans instead of grants has the 
effect of understating the deficit for the year as recorded in the Public Accounts. To 
the extent that appropriations are provided in later years for repayment of the 
loans, the surplus will decrease or the deficit increase in those years. Similar 
practices involving five departments where expenditures have been recorded as loans 
to revolving funds are referred to 1n paragraph 61 of this Report. 


The following additional loans of this type were made during 1971-72: 


Canela na OaccaseiNg A OVNOl AtlON a. a aun vam bah > Bere Sev by sw rene oe eet $ 33,000,000 
(OVermMenwolune: VOrbowests Lele LOLlesia. a2 ore cuists va oa iar a aks sue td ais hea ome Re 17,281,000 
Govermmenmror ties UKON LELIUOLVas eo 4 pac te tak, chee Ge eae es ae ts 4 290 ,000 


$ 54,571,000 


Had these amounts been recorded as grants in accordance with the policy 
outlined in paragraph 256 of this Report, the deficit for the year would have been 
$54,571,000 greater. 


Repayments during the year on loans of this type made in previous years were 
as follows: 


oA alai DIOR CASUINe COLDOTA ELON rt sce ie ee Sate ae ate ee Oee Gir orton «core ee aoe $ 6,600,000 
NamonnldeapitanG@omimission—— Greenbelt) 200).1 ask tai akos, leet Lee Reese ae GES ale eee 250,000 
(COvemmMentOltae NOM west, LeliLOllesc. 0 1s.cFee coon Ss na hol ale oa. as av atelacs soos tie Ge sna Se 1,303,000 
Governments Ofte, UROM EITIUGLY Ate Rea te Hee API cae ee eo clchke he Brae ea, Tem eet nies Wet nee 992,000 


$ 9,145,000 
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These repayments, with the exception of $250,000 derived from the sale of 
property by the National Capital Commission, were provided for in 1971-72 appro- 
priations of Parliament. Had the loans been recorded as grants when originally 
made, these appropriations to enable repayment of principal would not have been 
required and the deficit for 1971-72 would therefore have been $8,895,000 less. 


Certain of these loans call for payment of interest at varying rates and the 
following interest income was recorded during 1971-72 with respect to them: 


Canadian BrOadcastitic: COFDOratlol mics fe ke icSo ius ak Geeta Malye ern era ies ar eee $ 8,423,000 
National Capital Commission .......... ET ERR Te ORE RIPE TOMER e mC AG Ee a, 3,427 ,000 
C7OVeTNIMEeNE OL POE INGTth Westy LErTELOLTee: i.) Dore. 65 REE a! ou ats kg ate age wie CELL a aes ied ies 2,037 ,000 
(Government oL ther Y UKOM 1 CITICOLy cov circ ce rides oe note eitewa ae Uae erin ete eaten eee 1,407 ,000 


$ 15,294,000 


Of this total, $1,208,000 was derived by the National Capital Commission from 
property rentals, interest from bank deposits and other income, and $14,086,000 was 
provided from 1971-72 appropriations of Parliament. While this provision had no 
effect on the recorded deficit for the year, as it was offset by the recording of an 
equivalent amount of income, both the expenditure and revenue of the year are 
greater by $14,086,000 than would have been the case had the funds advanced in 
previous years been recorded as grants rather than loans requiring payment of 
interest. 


59. Revenue retained in revolving funds. When the Financial Administration Act 
was amended with effect from April 1, 1969, the then Part V of the Act dealing with 
public stores was repealed. Included in this Part was section 58 which dealt with the 
operations of revolving funds. One of its requirements was that any surplus at the 
end of a fiscal year be transferred from the revolving fund as revenue and that any 
deficit should be reimbursed to the fund from a parliamentary appropriation 
provided for that purpose. 


Subsequently, the Treasury Board promulgated regulations covering the opera- 


tions of revolving funds and working capital advances, item 26 of which reads as — 


follows: 


26. Any surplus arising from the operations of a fiscal year is to be transferred to “Return on | 
Investments’’.... unless special permission by Treasury Board has been granted to accumulate | 


surpluses or carry over deficits. 


The Treasury Board has granted special permission for the accumulation of sur- 
pluses in three revolving funds to the equivalent of the two best years’ surpluses 
achieved during the previous five years. The revolving funds concerned and the 
accumulated surpluses at March 31, 1972 were: 

Canadian Government Printing Bureau Revolving Fund ................ccceeeeceeenees $ 1,862,300 


Canadian Government Supply Service Revolving Fund................... eee ee eee ee eee 1,278,600 
CentralMirccofilm Unit. Revolving Fund? 50% ©. c2hie8 eins hea te 8 ee eee 16,200 
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In each case the amount was not a true surplus because the Fund had not been 
charged with all costs pertaining to some of the years in which the surpluses were 
accumulated. 


When authorizing the operations of these Revolving Funds, Parliament provid- 
ed a limit beyond which each Fund could not expand. In each case the limit is 
considerably in excess of the amount that has so far been required. The authorized 
amount for each Fund and the amount of the Fund at March 31, 1972, were as 
follows: 


Amount 
Amount advanced at 
authorized March 31, 1972 


Canadian Government Printing Bureau Revolving Fund ............. $ 8,000,000 $ 1,762,900 
Canadian Government Supply Service Revolving Fund............... 20 ,000 000 2,340,300 
Pen raleviicroriim: UnitpieVvolving MUN « cone 8 ck oc hoa oS y os ocd ens 80,000 33,900 


The amounts advanced at March 31, 1972, would have been greater by the amount 
of the accumulated surplus in each Revolving Fund had the Treasury Board not 
authorized its retention. 


The Treasury Board has also granted permission for the Airports Revolving 
Fund of the Department of Transport to accumulate all surpluses for the purpose of 
acquiring capital assets. The amount accumulated at March 31, 1972, was 
$35,398,700. 


In our opinion, the retention of surpluses in revolving funds leads to a weaken- 
ing of parliamentary control because: 


1. Accumulated surpluses in a revolving fund provide a cushion against which losses may be 
offset, thereby depriving Parliament of an opportunity to inquire into the reasons for the 
losses. 

2. Surpluses are not accounted for as revenue of Canada in the year in which they are realized. 

3. The revenue retained in a revolving fund serves to supplement the maximum amount which 
Parliament has indicated the fund may use. 

We would recommend that surpluses in revolving funds be transferred annually 

from those funds as revenue of Canada and that deficits be reimbursed to those 
funds from appropriations provided by Parliament for that purpose. 


60. Capital assets acquired through departmental working capital accounts. In 
previous Reports (paragraph 56 in 1971) we have noted that capital assets were being 
acquired through departmental working capital accounts, thereby removing expend- 


iture on such assets from parliamentary control. This practice was continued in 
1971-72. 


Prior to 1965-66 funds for the acquisition of all capital assets by government 
departments were provided through appropriation of funds by Parliament. In that 
year a change took place pursuant to an opinion expressed in 1964 by the Deputy 
Attorney General that the term “material” referred to in section 37 of the Public 
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Printing and Stationery Act, R.S. 1952, c.226, which provided for advances to enable 
the Queen’s Printer ‘‘to purchase material for the execution of orders” was suffi- 
ciently broad to include capital equipment. This was followed by a Management 
Improvement Policy Circular on ‘‘Working capital advances”’ issued by the Treasury 
Board in April 1966 which encouraged a broader use of revolving funds or working 
capital advances. As these developments occurred, we pointed out in our Report 
each year that Parliament was being deprived of control over expenditure on assets 
purchased in this way. 


Following the repeal, effective April 1, 1969, of the sections of the Financial 
Administration Act which set out the general principles governing the operation of 
revolving funds for stores purposes, the Treasury Board issued regulations covering 
the establishment and operation of revolving funds and working capital advances 
with effect from April 1, 1970. These regulations provide for the financing of capital 
assets either from replacement funds, accumulated by annual charges to operations 
designed to amortize existing capital assets over their useful life, or from a separate 
repayable loan vote to be included in the Estimates. The regulations were designed 
to restore parliamentary control over the expansion of capital facilities and to limit 
the resources available for the purchase of replacement facilities to those accumulat- 
ed by amortizing existing facilities. However, should replacement of any facilities 
not be required, replacement funds available with respect to them will be available 
for the acquisition of other assets which might be used for a new activity without 
reference to Parliament. 


The cost of capital assets acquired through working capital accounts, exclusive 
of those financed through loan appropriations which are referred to in paragraph 61 
of this Report, and the replacement funds available at March 31, 1972, for the 
acquisition of capital assets in future years without reference to Parliament, are as 
follows: 


Capital assets acquired 


Replacement 
Cumulative funds avail- 
to able 
March 31, at March 31, 
1971-72 1972 1972 
Airports: Revolvimg Bund: demets <ii nec arth she ene. ae! $ 12,806,000 $ 50432000 $ — 
Bureau of Staff Development and Training Revolving Fund 96 ,000 96 ,000 — 
Canadian Government Photo Centre Revolving Fund ...... 24,000 279,000 — 
Canadian Government Printing Bureau Revolving Fund ... 612,000 3,412,000 13,000 
Canadian Government Supply Service Revolving Fund..... 4,000 9,000 — 
Central Microfilm Unit Revolving Fund .................. 8,000 14,000 31,000 
Computer Services Bureau Revolving Fund ............... 36,000 151,000 30,000 
Information Canada— Expositions Revolving Fund........ — — 49 000 
Governments lelephonesAceount) J35:-%... eet oe lee oe 1,000 1,000 7,000 
Passport cree Revolving Pund.iick, eas. aes csc ca ue 51,000 253,000 6,000 
Race Track Supervision Revolving Fund .................. 33,000 58,000 -- 


$ 13,671,000 $ 54,705,000 $ 136,000 
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The acquisition of capital assets from the funds of an operating account 
removes the expenditure on such assets from parliamentary control. 


The objective of recovering the cost of equipment over its useful life through 
charges for services rendered or goods supplied is a most desirable one. However, to 
achieve this by financing the cost of the equipment from replacement funds in 
operating accounts is, in our opinion, undesirable from the important standpoint of 
parliamentary control. The objective could be achieved without affecting parlia- 
mentary control if proper financial statements were produced and the Estimates 
were prepared in such a way that departments being serviced would continue to be 
provided with sufficient funds to pay the total cost of the services, with the servicing 
organization being required to surrender as revenue of Canada the equivalent of 
normal depreciation on the capital assets employed. In our opinion funds for the 
acquisition of capital assets should be provided by means of capital expenditure 
appropriations based on a capital budget. 


61. Capital assets financed by loan appropriations. In paragraph 57 of last year’s 
Report, we pointed out that while Parliament does retain control over expansion of 
capital facilities when it must approve a loan appropriation with which this expan- 
sion is to be carried out, the financing of capital assets in this way violates the 
long-standing government accounting policy under which the cost of capital works is 
charged to expenditure at the time of acquisition or construction. This policy is set 
out in the introductory pages of Volume I of the Public Accounts each year and the 
pertinent portion is reproduced in paragraph 256 of this Report. 


The expenditures on capital works financed by loan appropriations during the 
year, the balances of the loans outstanding at March 31, 1972 which represent capital 
assets improperly recorded on the Statement of Assets and Liabilities, and the 
unused portions of loans authorized up to March 31, 1972, which are available for 
the acquisition of capital assets in future years without further reference to Parlia- 
ment, are as follows: 


Outstanding Loan funds 
Expendi- loans available 
tures March 31, March 31, 
1971-72 1972 1972 
AirpOrta Revoling Mund. 3 i% 4%, bo 4c se sonse os $ 90,475,000 $ 136,806,000 $ 76,125,000 
Canadian Government Photo Centre Revolving 
TNs Mp iy SUR AP ORM LM or Mert k 2 CO CE RE oom en SNES 2,000 2,000 — 
Computer Services Bureau Revolving Fund......... — 119,000 — 
Passport Office Revolving Fund. 3-00. .arenccse. 79,000 78,000 -~ 
Race Track Supervision Revolving Fund ........... 13,000 13,000 — 
Vancouver International Airport— Construction of 
DMCC Esa Ten ters er es eee. ae 2,594 ,000 6,798,000 10,327 ,000 


$ 93,163,000 $ 143,816,000 $ 86,452,000 
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The expenditures of $93,163,000 on capital works during the year are in addition 
to the expenditures on capital assets for departmental working capital accounts 
which are referred to in paragraph 60 of this Report. 


The use of the loan vote procedure creates an anomalous situation where loans 
are being made by Canada to Canada which obviously cannot properly be included 
among the assets of Canada in the Statement of Assets and Liabilities. If expendi- 
tures on capital works are to be included among the assets of Canada, they must 
surely be described properly as capital assets. Furthermore, the value of all other 
capital works of Canada would have to be included in the Statement, all of which 
would require a substantial change in the underlying accounting policy. 


We reiterate that funds for the acquisition of capital assets should be provided 
by means of capital expenditure appropriations based on a capital budget. 


62. Grants paid prior to parliamentary approval. No accounting is made to the 
House of Commons of the ultimate application of moneys paid as grants in aid. For 
this reason, the prior sanction of Parliament has always been a requisite for the 
making of such payments. This is the opinion of the Public Accounts Committee of 
the United Kingdom, as is illustrated by the case of a British vote which included a 
provision for the making of a grant in aid as well as other outlays but did not fix a 
precise amount for the grant in aid. The Committee took exception: 


We are strongly of opinion that in all future cases where Parliament is asked to vote money as 
a grant in aid the exact amount of the grant should be specified in the Estimates so that 
Parliament may be aware of the precise sum which it is proposed to exempt from the ordinary 
conditions which govern accounting for voted money. 


That the Treasury Board still considers this to be the proper procedure is evidenced 
by the fact that, as recently as October 1971, in granting authority for a department 
to include an item for a grant in supplementary estimates, it did so 


on the understanding that the grant can be made only after it has been authorized by 
Parliament through the Supplementary Estimates. 


Notwithstanding this, the Treasury Board has deviated from this long-standing 
policy by permitting payment of grants in aid without the prior approval of 
Parliament since 1967-68. Last year (paragraph 58) we reported six grants totalling 
$538,000, which had been paid without the prior approval of Parliament, five of 
these from Treasury Board Vote 5—Government Contingencies. 


During the year the Treasury Board continued to follow this practice and 12 
grants totalling $1,498,350 were made without the prior approval of Parliament. 
With the exception of $40,000 paid from Indian Affairs and Northern Development 
Vote 5, these grants were paid from Treasury Board Vote 5—Government Contin- 
gencies and parliamentary approval of the payments was later sought in Supple- 
mentary Estimates (A) which were covered by Appropriation Act No. 4, 1971, 
1970-71-72, c.58, assented to on December 15, 1971. It was stated in the supplement- 
ary information given in the Estimates that funds had been allotted or allocated 
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from the Contingencies Vote. We had been given to understand that this wording 
was intended to inform the House of Commons that the grant had already been 
paid and that the authority was being sought ez post facto. Last year, we pointed out 
to the Treasury Board Secretariat that the words “allotted” or “allocated”? do not 
normally mean “paid” and that in our opinion the Estimates item should have 
stated clearly to the House that the grant had already been paid from the Contin- 
gencies Vote. The Secretariat advised us that they are reconsidering this wording. 
However, in the 1971-72 Supplementary Estimates (A) the wording also appears with 
respect to some grants that had not previously been paid. The wording is thus 
meaningless with respect to informing the House of Commons when the grant has 
been paid without prior approval of Parliament. 


The following is a list of the 1971-72 grants which received ex post facto approval 
of Parliament: 


Date of Beneficiary and 
payment appropriation charged Amount 
NAVA IOT eamtne > ceca toes Canadian Association of Chiefs of Police (Solicitor 
Geéeneral-V.ote 20a) acca xs ee SO Oe cal ewe eee $ 24 000 
ia yet 2 LOL) OA See ea the gy. Canada Committee for promoting Canada Week 
1971 (Secretary of State Vote 40a) ............... 56,100 
May 12 and July 15, 1971...... Army Cadet League of Canada (National Defence 
NUCL A) eb nye MMe Ghee SNS Ta Ss aca'h ME aN ce ee eR 60,000 
UTE lO Clowes oetae Cort ky eee United Nations Association in Canada (External 
AAT RITS Ay OSC SUR) cok aL ees ad hee tae eon eee 2,000 
INGE Ok A 55 ta td sa cece American Society of Mammalogists (Environment 
VGC OA) es te Ee ok Lt LA oe eer a ee 2,500 
PUPA POC | aso ahet artes sa cy Manitoba Indian Brotherhood (Indian Affairs and 
Northern Development Vote 5)..............0005 40,000 
peptembers A971. St. Jean-Vianney Disaster Fund (Finance Vote 16a) 1,250 ,000 
September 20, 1971............ Canadian Planning Committee for the 1972 General 


Assembly of the International Union for Conser- 
vation of Nature and Natural Resources (Indian 


Affairs and Northern Development Vote 60a) .... 25,000 
October 7 and 28, 1971......... Association of Canadian Law Teachers (Justice 
VOLCULA Sy CLE cea ene et, a Coa ac eR 4,000 
Oetoven LOO oho decay Der University of Western Ontario (Indian Affairs and 
Northern Development Vote 60a)................ 2,000 
October 28 and November 18, 
ELE DE a rh ee UNE Ree eee Canadian gift to the John F. Kennedy Centre for 
the Performing Arts (External Affairs Vote 10a) .. 26,250 
Novemberto71e.: Laas University of Calgary (Indian Affairs and Northern 
Development: Vote 60a): : ..s s...... sates oe es 6,000 


$ 1,498,350 


63. Auditor General’s reports on the accounts and financial statements of Crown 
corporations. Section 77 of the Financial Administration Act requires the auditor of a 
Crown corporation to report annually to the appropriate Minister the result of his 
examination of the accounts and financial statements of the corporation (see 
paragraph 321 of this Report). Section 77 also requires that the report of the auditor 
be included in the annual report of the corporation and section 75 directs that such 
annual report be submitted to the appropriate Minister within three months after 
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the termination of each financial year, and that it be laid before Parliament by the 
Minister within fifteen days after he receives it from the corporation. 


When Crown corporation reports are laid before Parliament, the practice is to 
refer to them in the daily Votes and Proceedings of the House of Commons under 
the heading ‘‘Returns and reports deposited with the Clerk of the House’’. In the 
past, the reference has included, in the case of corporations audited by the Auditor 
General, the words ‘‘together with the accounts and financial statements certified by 
the Auditor General....’’. 


When the report of the Northern Canada Power Commission for the year ended 
March 31, 1971, was laid before the House on October 8, 1971, an error was made in 
the Votes and Proceedings in that the words ‘‘certified by the Auditor General’ were 
retained in the reference although in fact the Auditor General had reported that he 
was unable to express an opinion on the correctness of the Commission’s accounts 
and financial statements for that period. (See paragraph 156 of our 1971 Report.) 


The unfortunate error was subsequently brought to the attention of the House 
by a Member and a result of this error appears to be that since March 1972 the words 
“certified by the Auditor General’ have been omitted in the case of all Crown 
corporations audited by the Auditor General, although the words ‘‘certified by the 
auditors”? appear to have been retained in the case of corporations audited by other 
auditors. This means that the attention of the Members of Parliament is not drawn 
to the serious situation existing when the Auditor General cannot express an opinion 
on the financial statements of a Crown corporation, such as those of the National 
Harbours Board for the year ended December 31, 1971. Members will find this out 
only when they read the Auditor General’s report on the audit of the accounts of the 
corporation. (See paragraph 154 of this Report.) 


We would recommend that, at the time the report of a Crown corporation is laid 
before Parliament, it be clearly stated whether or not the auditor has expressed an 
opinion on the accounts and financial statements. 


64. Inadequate charges for services provided. Government policy based on a 
recommendation of the Royal Commission on Government Organization is that 


it should be departmental policy wherever economically and administratively feasible to 
charge for all goods supplied or services rendered to the public, including those now supplied 
free, unless there are provisions for specific exemption. 


Since its adoption several years ago, many of the charges for services provided to the 
public have been adjusted in accordance with this policy. 


Last year (paragraph 59) we noted that the Government had ended its volun- 
tary price restraints and that the Treasury Board had advised departments that it 
was prepared to consider submissions requesting authority to initiate increases or to 
initiate new fees in cases where the reasons were particularly good. Departments and 
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agencies were asked not to initiate new fees or increases in fees without specific 
approval. 


Services for which fees charged during the past two years were insufficient to 
cover costs include the following: 


1971-72 
Deficit 
Costs Revenue Deficit 1970-71 

Post Office services (see paragraph 176 

OMUNIBA COLUM iat Rulon medic sci; Ania’: $ 480,041,000 $ 388,531,000 $ 91,510,000 $ 95,981,000 
Canadian Farm Management Data 

System (CANFARM) ............... 3,520,000 111,000 3,409,000 1,951,000 
Livestock—Record of Performance ..... 2,784 ,000 349,000 2,435,000 1,754,000 
Steamship inspections................. 2,738,000 466 ,000 2,272,000 1,788,000 
Weights and measures inspections...... 2,360,000 992,000 1,368 ,000 1,088 ,000 
Seed testing and inspections, and field 

PLODSIESDECLIONST errr fous fase 1,607,000 376,000 1,231,000 675,000 
Pnapections7or gratis: (a0 bute we 5,509,000 4,281,000 1 228,000 663,000 
Electricity and gas meter inspections ... 2,116,000 1,268 ,000 848 ,000 666 000 
WEIENING OF GTAlN Tete reer eee ee es 2,958,000 2,219,000 739,000 510,000 
Meat inspection services— overtime .... 2,120,000 1,395,000 725 ,000 543,000 
IPPOstie LIC. SCIV ICES 5... nate. 5 sos fas glares 2,068,000 1,358 ,000 710,000 527,000 
Personnel dosimetry services........... 247,000 94 000 153,000 135,000 
Supervision of pension plans........... 116,000 17,000 99,000 69,000 
Cargo cranes— Vancouver Harbour..... 129,000 53,000 76,000 107,000 


The costs shown do not in every case include all costs of providing the services. 


65. Federal land and other assets occupied and used by the Province of Quebec in 
the Montreal-Longueuil area. In previous Reports (paragraph 60 in 1971) we have 
referred to financial and legal problems encountered by Canada in respect of 
various federal lands and other assets occupied by the Province of Quebec in the 
Montreal-Longueuil area. The National Harbours Board and The St. Lawrence 
Seaway Authority are the two federal agencies most directly concerned. We noted 
that their outstanding problems were in the hands of the Federal-Provincial Rela- 
tions Secretariat of the Privy Council Office. 


A proposed course of action to be taken in negotiations with the Province is now 
being developed by the Secretariat. 


66. Interdepartmental settlements. In previous Reports (paragraph 61 in 1971) we 
have suggested that consideration should be given to the use of a special non-negoti- 
able document for effecting interdepartmental settlements because instructions 
requiring the use of journal vouchers for this purpose, instead of cheques, had never 
been completely effective. With the increase in interdepartmental settlements under 
program budgeting, the journal voucher method of settlement was being used less 
than before. 


The matter was considered by the Public Accounts Committee on October 21 
and November 16, 1971, and the Committee was informed by the Deputy Minister of 
Services on November 16 that: 
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I agree with the Auditor General’s comments that cheques should not be used to settle 
interdepartmental payments and I would welcome a recommendation from your Committee 
that Treasury Board and the Department of Supply and Services study this matter. 


Although no recommendation was made by the Committee, a study has been carried 
out by officers of the Department of Supply and Services. However, no recommen- 
dations have yet been made to the Treasury Board. 


As was the case last year, the Canadian International Development Agency 
refused to use journal vouchers at the year-end to settle claims of other departments 
that were chargeable to the International Assistance Account and journal vouchers 
received from the creditor departments were returned. Cheques in payment of the 
claims were then drawn after the year-end cut-off date of April 30 for the Interna- 
tional Assistance Account and were recorded as 1972-73 transactions. However, as the 
cut-off date for the recording of credits to the 1971-72 expenditure and revenue 
accounts was June 6, 1972, five creditor departments recorded these cheques totalling 
$195,000 as 1971-72 transactions. The effect of this was that the balance at the credit 


of the International Assistance Account as shown in the schedule to the Statement | 


of Assets and Liabilities of Canada at March 31, 1972, included $195,000 which had 
been used to reduce the 1971-72 expenditures of the five departments and which, 
therefore, was also included in the item “Other current assets” in the Statement of 
Assets and Liabilities. While there is no suggestion of any improper intent in this 
instance, such bookkeeping violates accepted accounting principles and would not be 
tolerated in the private sector. 


67. Revenue improperly classified. The revenue classification ‘“‘Return on invest- 
ments” is described on page 3.7 of Volume I of the Public Accounts as income 
derived from loans and advances made by the Government and from investments by 
the Government in productive or earning assets. 


Treasury Board regulations of January 8, 1970, covering the operation of 
revolving funds and working capital advances state that: 


Any surplus arising from the operations of a fiscal year is to be transferred to ‘‘“Return on 
Investments’’. . . 


Last year (paragraph 62) we expressed the opinion that the surpluses transferred | 


from certain revolving funds which were classified as ‘‘Return on investments”’ 
should have been classified as ‘Other non-tax revenue’’. We noted that in the case of 


the Passport Office Revolving Fund, for which a “return on investment” of $952,000 | 


had been recorded, there was in fact no amount advanced to the Fund at March 31, 
1971, as deposits for passports not yet issued, together with the unpaid accounts of 


the Fund at that date, exceeded the book value of the inventories and capital assets. | 


We also noted that the Agriculture Revolving Fund actually operated at a loss but 
accumulated a cash surplus because certain operating costs were charged to parlia- 
mentary appropriations. 
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The Passport Office Revolving Fund was set up to permit the expenses incurred 
in issuing passports to be paid from the fees charged, which prior to 1969-70 had been 
recorded as ‘Privileges, licences and permits’, rather than from parliamentary 
_ appropriations. There is no relationship between the fees charged and the cost of 
issuing passports, nor is there any rational relationship between a “return on 
investment”’ of $1,138,000 and the book value of the “‘investment”’ of $292,000. This 
“Investment” is represented by interest-bearing advances of $78,000 for the acquisi- 
tion of capital assets, and capital assets of $214,000 which have been written off to 
expenditure through parliamentary appropriations or operating surplus. There was 
in fact no working capital advanced to the Fund at March 31, 1972. 


As is shown in paragraph 370 of this Report, the Agriculture Revolving Fund 
operated at a loss of $392,000 but accumulated a cash surplus of $253,000 because 
certain costs of the Revolving Fund operation were charged to appropriations of the 
Department of Agriculture or other government departments which provided certain 
major services to the Fund without charge. The cash surplus of the Fund is recorded 
in the Public Accounts under ‘‘Return on investments’ as ‘“‘Net profit on the 
operations of the agriculture working capital advance account for the fiscal year 
1971-72”’. 


The Race Track Supervision Revolving Fund recorded a surplus of $93,000 
which was transferred to “Return on investments’. The “‘investment”’ is represented 
by interest-bearing advances of $13,000 for the acquisition of capital assets, and 
capital assets of $51,000 which have been written off to expenditure through 
parliamentary appropriations. There was in fact no working capital advanced to the 
Fund at March 31, 1972. 


We remain of the opinion that these surpluses should not be classified as . 
“Return on investments” and the Treasury Board regulations covering the opera- 
tion of revolving funds and working capital advances which require these amounts 
to be so classified should be amended accordingly. 


68. Statement of Expenditure and Revenue. The Statement of Expenditure and 
Revenue for the fiscal year ended March 31, 1972, shows expenditure of $14,841 
million and revenue of $14,227 million, resulting in a budgetary deficit of $614 
million. 


As is pointed out in paragraph 56 of this Report, 17 departments have authority 
to spend revenue received with respect to certain appropriations. The accounting 
procedure is to credit the revenue directly to the appropriation as it 1s received and, 
for statement purposes, to offset it against expenditure from the appropriation and 
record the net expenditure. Similarly the Department of National Defence has 
authority to credit the net proceeds from sales of property and equipment to its 
Surplus Crown Assets Account and its Replacement of Materiel Account from which 
they may be expended for the purposes of the Department. 
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During the year non-tax revenues totalling $258 million were credited to 
appropriations and, under authority of the Post Office Act, R.S., c. P-14, remunera- 
tion of postmasters and staffs at certain classes of post offices, and other costs, 
totalling $56 million, were paid from gross postal revenue. Proceeds from sales of 


surplus property and equipment of $14 million were credited by the Department of | 
National Defence to its Surplus Crown Assets Account, and defence expenditures of 


$24 million were made from this Account. Thus the totals shown on the Statement of 
Expenditure and Revenue for the year ended March 31, 1972, are not complete, and 
$338 million must be added to expenditure and $328 million to revenue to obtain the 
complete expenditure and revenue figures for the year which are $15,179 million and 


$14,555 million respectively. Because of the excess of expenditures over receipts _ 
recorded in the special accounts of the Department of National Defence, the 


budgetary deficit of $614 million must be increased by $10 million. 


69. Wheat inventory reduction and grassland incentive payments. The aim of the 
wheat inventory reduction program, which was administered by the Department of 


Agriculture, was to take out of production up to 22 million acres of land in order to | 


reduce the stock of surplus wheat. Under this program, farmers were eligible for a 
payment of $6 for each acre of cultivated land taken out of wheat in 1970 and 
summer-fallowed or planted to perennial forage. A further $4 per acre was payable 


with respect to land seeded to forage in 1970 and still in forage on July 15, 1971. 


Interim payments of $3 per acre were made on receipt of the applications and the 
balance of $3 per acre was paid following verification of the applications by 
reference to field inspection reports and aerial photographs. This method of pay- 


ment resulted in some payments being in excess of the amount eventually deter- | 
mined as owing to the farmer, and at March 31, 1972, overpayments totalling | 
$365,000 remained uncollected. This amount had been reduced to $288,000 by | 


December 1, 1972. 


In our 1971 Report (paragraph 64) we pointed out that the farmers concerned | 
had not been informed of the overpayments until September 1971 when letters were | 


sent out requesting repayment. Despite assurance during last year’s audit that 
effective administration and collection procedures were being developed, the 
Department in the majority of cases has not made any further request for 
reimbursement. 


As an extension of the wheat inventory reduction program, the grassland 
incentive program was undertaken by the Department in 1971-72. The aim of this 
program, in addition to a further reduction of the acreage used for grain production, 
was to increase forage production for livestock by some four million acres. The 


—S — 


program is to continue until this goal is reached or to December 31, 1973, whichever | 


comes first. 


Under the regulations, a producer was entitled to be paid $5 for each acre seeded | 
to grass in 1971 that in 1970 was in summer-fallow or in any crop other than grass | 
and that represented an increase in his grass acreage in 1971 over 1970. This | 
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payment was made after the application and affidavit had been checked by the 
Prairie Farm Assistance Act Administration. The producer was also eligible for an 
additional $5 per acre after inspectors verified that the land was still in grass on July 
15, 1972. 


Interim field inspections with respect to the larger claims revealed a number of 
overpayments of which $35,000 had not been recovered up to December 1972. 


Payments totalled $15.4 million in 1971-72 comprising $5.6 million paid under 
the wheat inventory reduction program and $9.8 million under the grassland 
incentive program, bringing the total paid to over 100,000 farmers to $73 million. 
These payments were charged to the reserve of $100 million established in 1969-70 by 
Agriculture Vote 17b, Appropriation Act No. 1, 1970, 1969-70, c.24, leaving a balance 
of $27 million in the reserve at March 31, 1972. 


The cost of administration of both programs during the year was charged to 
Agriculture Vote 10. Excluding the salaries of the full-time personnel of the Prairie 
Farm Assistance Act Administration at Regina who administer the programs, the 
cost was $799 000. 


70. Inadequate internal control and accounting procedures. Our examination of the 
records of the Canada Council for the year ended March 31, 1972, revealed that 
some of the weaknesses in internal control, accounting and financial procedures 
referred to in our 1971 Report (paragraph 67) still existed although remedial action 
has recently been taken in certain areas. The situation is as follows: 


ACCOUNTS RECEIVABLE. 


1. Application forms do not state that awards and grants rescinded by the Council are 
required to be repaid by award holders although this information is given in a booklet 
provided by the Council to award holders. We have been advised that this statement will 
be included when the forms are reprinted. 


2. The charging of interest on unpaid balances is still prohibited by the Council, greatly 
reducing the incentive to repay promptly. 


CHEQUE ISSUE CONTROL. Our recommendation that the cheque mailing operation be separated 
from the cheque preparation and bank reconciliation operations has not been adopted. 


TRAVEL. We again noted instances where accommodation, meals and entertainment expenses 
were charged directly to the Council by employees in travel status and subsequently paid for 
by the Council without further approval. A directive issued since the year-end requires that 
travel and hospitality expenses be approved by a senior officer before payment is made. 


JOURNAL VOUCHERS. Journal vouchers for other than investment transactions were still not 
being approved by anyone in authority. However a directive issued recently requires that 
journal vouchers be approved by a designated senior officer. 


The Council does not have an internal auditor. We feel that because of the size 
of the operation an internal verification is required and have recommended that 
steps be taken to make such an appointment. 
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71. Faulty computer system planning. In November 1970 the Canada Council 
appointed a firm of consultants to design and implement a computer-based manage- 
ment information system for its research grants program. Such a system could affect 
the Council’s internal financial control and because of this we drew to the attention 
of management the importance of carrying out a study beforehand to determine 
possible alternatives. 


Early in 1972, due to difficulties encountered in making the system reliable, the 
Council suspended further implementation and appointed another firm of consult- 
ants to conduct an overall assessment of the system. As the conclusion of the 
assessment was mainly negative, the Council decided to proceed no further with its 
development. 


To March 31, 1972, approximately $70,000 had been spent for consulting and 
computer services with no apparent benefit to the Council. 


72. Unusual loss on a partnership operation. Last year (paragraph 70) we reported 
that the Canadian Broadcasting Corporation had invested $1.6 million in a wholly- 
owned subsidiary company, St. Clair River Broadcasting Limited (St. Clair), which 
in turn had entered into a partnership agreement with a private company to 
purchase Windsor television station CKLW with effect from March 1, 1970. 


St. Clair’s investment in the partnership, representing a one-quarter interest, 
had been impaired to the extent of $784,000, its share of the $3,135,000 operating loss 
of the television station to March 31, 1971. 


At March 31, 1972, St. Clair’s investment was $1,574,000 which had been 
impaired to the extent of $1,218,000, its share of the $4,872,000 accumulated operat- 
ing loss of the television station to March 31, 1972. In addition St. Clair during the 


same period absorbed interest costs of $393,000 on its partner’s notes and administra- — 


tive expense of $8,000 and earned investment income of $215,000 including $197,000 
interest on cash contributed to the partnership. Its loss to March 31, 1972, thus 
amounted to $1,404,000. 


The equity of the Canadian Broadcasting Corporation in St. Clair was therefore 


reduced from $1,600,000 at March 1, 1970, to $196,000 at March 31, 1972. No provision 
for this loss had been made in the accounts of the Corporation at that date but 
attention was drawn to it in a note to its financial statements. 


It should be noted that unless the losses experienced to date by the partnership — 
are offset by subsequent profits, the Corporation, through its subsidiary St. Clair, — 


will have to absorb the full loss of $4,872,000 because of the requirement that on or 


before May 31, 1975, St. Clair purchase its partner’s share at cost, $3,750,000, plus 


interest and its partner’s share of any accrued profits to date of sale. 


73. Failure of a Crown corporation to deduct and remit employees’ taxes to the 


Umted States Government. In our 1969 Report (page 38) we noted that the Canadian 
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Broadcasting Corporation had not complied with the United States Internal Reve- 
nue Code during the period April 1, 1966, to December 31, 1968, when it had not 
made and remitted deductions from the salaries and allowances of its employees 
stationed in the United States with respect to United States income tax and under 
the United States Federal Insurance Contributions Act. It also did not remit the 
employer’s contributions under the United States Federal Insurance Contributions 
Act and under the United States Federal Unemployment Tax Act. The United 
States Internal Revenue Service had assessed the Corporation $129,000 which was 
subsequently increased to $146,000 (US$135,000). 


The Corporation discharged the liability in 1969 and then stated that it did not 
intend to recover from the employees their share of the assessment. 


The Standing Committee on Public Accounts in its Third Report 1972 presented 
to the House of Commons on June 30, 1972, reeommended (see Appendix 1, item 
40): 


That the CBC should immediately take steps to attempt to recover the $134,573.99 from the 17 
employees involved. 


This is a United States dollar amount which, to the best of our knowledge, is made 
up as follows: 


Employees— 
LMBOMING eC OKan eae a arta inte era oe ta ON alters hs tee aE ee ee, Be US$ 91,297 
United States Federal Insurance contributions ........... stk weenie dt 8,356 
TRE COR Grr ee tet ei tte ate rae Ne tage means te deee UIA yr) cent la iuae Ot edEa a 10,903 
US$ 110,556 
Employer— 
United States Federal Insurance contributions ................000c08 15,936 
United States Federal Unemployment tax ................ cee eee eee 5537 
EIYCCTERU IEE tress Lee eee ah eae ets en re FeO ee ee 2,545 
24,018 


US$ 134,574 


The President of the Corporation in a letter dated January 15, 1973, to the 
Chairman of the Public Accounts Committee stated with regard to this reeommen- 
dation that: 


. after earnest consideration, the Corporation has concluded that it cannot act upon this 
recommendation. 


74. Improper retention of public moneys. In December 1971, an agreement was 
entered into between Canada and a foreign country for the sale by Canada of 16 
single-seat and 4 dual-seat CF5 military aircraft, the Canadian Commercial Corpo- 
ration being designated to carry out the agreement on Canada’s behalf. The 
Corporation was also designated to procure 20 new CF5D dual-seat aircraft, 18 for 
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the Department of National Defence replacing a similar number released for sale, 
and two for delivery to the foreign country. 


The sale price was $34,113,200, including spares, training of pilots, technicians 
and other services, payable to the Canadian Commercial Corporation as follows: 


1. a down payment of $5,628,678 within fifteen days of signing the agreement, and 


2. the balance of $28,484,522 in ten equal and consecutive semi-annual instalments of $2,848 452 
commencing on the first of March 1973 and ending on the first of September 1977 together with 
interest amounting to over $5 million. These instalments are secured by 10 promissory notes. 


In addition, the foreign country agreed to pay the Canadian Commercial Corpora- 
tion $928,883 representing administration fees, commitment fees and other financial 
charges, in 12 consecutive semi-annual instalments secured by non-interest-bearing 
promissory notes. All payments by the foreign country are to be in Canadian funds 
payable at a bank in the Bahamas. 


The following transactions then took place pursuant to a multiplicity of agree- 
ments between the parties concerned: 


1. The Canadian Commercial Corporation assigned all the foreign country’s notes (1.e., $28,484,- 
522 of interest-bearing notes and $928,883 of non-interest-bearing notes) to the Export Devel- 
opment Corporation. 


2. The Export Development Corporation loaned $28,484,522 to the bank in the Bahamas, the 
amount to be paid to the bank in the period February 1, 1972, to November 30, 1973. The loan 
is repayable only as and when the notes are paid by the foreign country. 


3. The bank undertook to pay $28,484,522 to the Canadian Commercial Corporation on the same 
dates and in the same amounts as payments were received by the bank from the Export 
Development Corporation. 


4. The Export Development Corporation assigned the foreign country’s notes amounting to | 


$28 484,522 to the bank for collection from that country on the due dates. The bank is to repay 


the $28,484 522 loaned to it by the Export Development Corporation as the notes mature, and © 


in addition turn over to the Corporation the interest collected thereon. 


5. The Export Development Corporation paid the bank the sum of $50,000 as compensation for | 


its services. 


6. The Canadian Commercial Corporation entered into a contract with the Department of | 
Supply and Services (Defence Production Revolving Fund) for the manufacture and supply of | 


20 CF5D dual-seat aircraft at a cost of $34,113,200—later reduced by $872,200 to $33,241,000. 


7. The Canadian Commercial Corporation entered into a contract with an aircraft manufacturer | 
in the amount of $872,200 comprising $500,000 for “‘marketing expenses” associated with the | 
sale of the aircraft to the foreign country and $372,200 for technical services to be supplied to | 


that country directly by the aircraft manufacturer. 


In summary, the Canadian Commercial Corporation has sold 20 CF5 aircraft, 18 


from the Department of National Defence inventory and two which are to be 


manufactured, to the foreign country for $34,113,200 and has arranged to obtain the 
full amount in cash by selling the country’s notes to the Export Development | 
Corporation. The Canadian Commercial Corporation has invested the proceeds and | 
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is proceeding to disburse them in the acquisition of 18 aircraft for the Department of 
National Defence and 2 for delivery to the foreign country. 


Kighteen of the twenty aircraft sold to the foreign country were ‘public 
property” and the proceeds of the sale of these became ‘‘public money” when 
received by the Canadian Commercial Corporation acting as agent of the Minister 
of Supply and Services in carrying out the sale. Section 11 of the Financial 
Administration Act requires that all ‘public money” be deposited to the credit of 
the Receiver General. Furthermore, section 11(2) of the National Defence Act, R.S., 
c. N-4, and Vote 48 of Appropriation Act No. 2, 1966, 1966-67, c.3, provide that the 
proceeds of such sales be credited to special accounts in the Consolidated Revenue 
Fund. Consequently, their retention by the Canadian Commercial Corporation is in 
our opinion unlawful. 


The Defence Production Revolving Fund is committed to the acquisition of 18 
replacement aircraft for the Department of National Defence and 2 for delivery to 
the foreign country at an estimated cost of $48.3 million. The resources intended to 
be used for this purchase appear to be: 


Canadian Commercial Corporation: 


EROCECU SAL Gl CM Beir ONT IRIE ot ah cies hots eke Rr APA ER CR ahs SPRL SDS Urey Maat $ 33,200,000 
Dalestax repate with respectto @ircralt SOIC cote tnats te tains, beets Sees eee ce 2,000,000 
Interest earned on funds withheld from Consolidated Revenue Fund ................. 1,700 000 
36,900,000 

Narionniclence appropriations pctadvens oc sae a ese hiv esis baka cee o aoian cae ae lees 10,500,000 
INOUDTOVIGEA TON (iene Poe sso sometime amre ae ove a a ros 5 2 DUETORR suet ak end das Weaseteen te eae 900,000 


$ 48,300,000 


It would appear that the purpose behind the circuitous manner of handling the 
sale and replacement of these aircraft was to have additional funds on hand to 
purchase the new aircraft without obtaining a parliamentary appropriation, by 
using the resources of the Export Development Corporation to liquidate the foreign 
country’s notes, and by earning interest on these and other funds withheld from the 
Consolidated Revenue Fund until they were actually required. The administrative 
cost of carrying out the transactions in this manner, involving the Canadian 
Commercial Corporation, the Export Development Corporation and others, must be 
considered non-productive. 


Such procedures were clearly devised to circumvent parliamentary control. 


Section 63 of the Financial Administration Act requires the Auditor General to 
report the circumstances to the President of the Treasury Board whenever it appears 
to him that any public money has been improperly retained by any person. In 
compliance with this requirement, we wrote to the President of the Treasury Board 
on October 13, 1972, informing him that the Canadian Commercial Corporation, in 
connection with the sale of CF5 aircraft to the foreign country, had received as a 
down payment from that country and by selling notes to the Export Development 
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Corporation, a total of $31,334,989 which had been retained and invested in securi- 
ties on which interest amounting to $280,772 had been earned. We stated that the 
retention of these moneys by the Canadian Commercial Corporation was unlawful 
and that it would appear that this violation of the law might continue for several 
years unless steps were taken by the Executive to terminate it. We suggested that 
the Corporation be instructed to immediately: 


1. Pay over to the Consolidated Revenue Fund for credit to the special accounts the gross 
amount of all moneys received with respect to the sale of the aircraft, including the proceeds of 
disposal of the promissory notes of the foreign country. This amount was $30,701,880. 


2. Pay over to the Consolidated Revenue Fund for credit to the special account the sales tax 
rebates received from the Department of National Revenue and unlawfully retained by the 
Corporation. These rebates amounted to $633,109. 


3. Pay over to the Consolidated Revenue Fund for credit to the revenues of Canada all interest 
earned from the investment of the moneys unlawfully retained by the Corporation. This 
interest amounted to $280,772. 


4. Submit to the Department of National Defence for reimbursement accounts covering $500,000 
paid to an aircraft manufacturer in connection with the sale and all other payments made by 
the Corporation from the funds while they were unlawfully held by it. These payments, 
including the $500,000, totalled $8,978,511. 


We then added that if this sale of aircraft had been handled in a normal manner, 
the Consolidated Revenue Fund would in due course have received an additional 
$928 883, representing administration fees, commitment fees and other financial 
charges, when non-interest-bearing notes of the foreign country were paid. However, 
as these notes had been endorsed by the Corporation over to the Export Develop- 
ment Corporation and were being presented for payment through the bank in the 
Bahamas, there was presumably nothing that could be done at that late date to 
correct the shortfall of this amount in the Consolidated Revenue Fund. 


In his reply on January 29, 1973, the President of the Treasury Board stated 
that the matter of illegality was fully considered by the legal advisers to the 
Department of Supply and Services prior to the sale taking place. He went on to say 
that the Treasury Board’s legal advisers had confirmed to him that in their opinion, 
the retention of these funds by the Canadian Commercial Corporation for the 
purpose of acquiring the replacement aircraft is lawful. 


That the law officers of the Crown are of the opinion that the retention from, 
and investment outside of, the Consolidated Revenue Fund of public money in this 
way is lawful would seem to indicate that the Financial Administration Act does not 
protect the concept of parliamentary control to the extent generally understood. 
Parliament cannot control departmental spending—in this case an expenditure of 
$48 million for 20 aircraft—unless all receipts of public funds are impounded in the 
Consolidated Revenue Fund until released by Parliament for spending. This is a 
most serious situation and we recommend to Parliament that it require the law 
officers of the Crown to draft for Parliament’s consideration suitable amendments to 
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the Financial Administration Act that will ensure that the retention of public funds 
in this way can no longer be considered lawful. 


75. Warehouse losses. The Canadian Dairy Commission in supporting dairy 
prices is authorized to purchase and dispose of butter, skim milk powder and other 
dairy products. These products are stored in privately-owned warehouses where a 
number of losses other than by fire or theft by outsiders have occurred during the 
past two years. 


1. When a stock of some 25,000 pounds of butter valued at $15,000, stored in a creamery in 
Morrell, P.E.I., was required in February 1971 it had disappeared. (See paragraph 290 of our 
1971 Report.) 


2. In September 1971 when the butter stock was removed from a Montreal warehouse it was found 
to be some 300,000 pounds short of the amount called for by warehouse receipts held by the 
Commission. A claim for $197,000 against the warehouse operators has been referred to the 
Department of Justice. Earlier in the same year a loss of skim milk powder and butter valued 
at $81,000 had occurred when the roof of the warehouse collapsed during a snow storm (see 
paragraph 290 of our 1971 Report). Settlement has been delayed pending determination of the 
basic cause of the collapse. 


3. In November 1971 another Montreal warehouse was short some 343,000 pounds of skim milk 
powder valued at $68,000 when ithe stocks were cleared from the warehouse. The warehouse 
operator claimed that the loss represented normal breakage and spillage over a period of eight 
years. The Commission, on the advice of the Department of Justice, has agreed to accept in 
settlement of its claim a reduction of $12,000 in future warehouse rental charges. To October 
31, 1972, the Commission had recovered $2,800. 


The Commission does not require any form of insurance or performance bond 
with respect to its stocks of dairy products. As far as insurance against fire and theft 
by outsiders is concerned, this is in accordance with the Crown’s policy of self-insur- 
ance because of its widespread risk. However, there are numerous risks involved in 
the storage of the Commission’s inventories which should not be self-insured and 
from which the Commission can protect itself only by having the warehouse 
operator assume responsibility and provide a performance bond to guarantee that 
his responsibility is carried out. These risks include not only carelessness or fraud on 
the part of the warehouse operator and his staff in handling the goods, but also 
many risks which some warehouse receipts define as being those of the Commission 
such as rain, frost, moths, heating or corruption, breakage, dampness, rats, mice, 
other vermin, changes in temperature, contact with odours from other goods, etc. 


In order to reduce the possibility of future losses, the Commission should review 
its storage policies. 


76. Escalation of costs relating to developing and implementing a computer-based 
management information system. In February 1967 the Board of Broadcast Governors 
(now the Canadian Radio-Television Commission) with the approval of the Trea- 
sury Board entered into a contract in the amount of $35,000 with a firm of computer 
systems consultants to study the planning and implementation of a management 
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information system compatible with the developing needs of the Board. The actual 
cost of this preliminary study was $38,500. 


Subsequently the Treasury Board authorized the entry into a contract with the 
same firm at a ceiling price of $290,000 on the understanding that the management 
information system being contracted for would be set up and operating at the end of 
24 months. However, the contract entered into with the consultants provided for 
them to work over a two-year period at the tasks required to develop and implement 
the system. 


Although the system, comprising nine sub-systems, was to have been completed 
by October 1969, none of the sub-systems was operational at that time. As a result, 
the contract was extended with Treasury Board approval for another 14 months to 


December 1970 at an additional cost of $66,000 on the understanding that no 


additional funds over and above $356,000 would be required to complete the work. In 
July 1971 only two of the sub-systems were operational. The remaining systems still 
required programming and other associated work which the Commission then 
undertook to complete. Since that time a new contract for $4,000 has been entered 
into with the same firm for assistance in the further development of one of the 
incomplete sub-systems. To date only six sub-systems are operational. 


In response to our inquiry as to the reasons for the significant delays and 
additional costs incurred in the implementation of the system, management has 
informed us that the major contributing factors were the operational tasks made 
necessary by unforeseen problems involved in the implementation of the Broadcast- 
ing Act, R.S., c. B-11, which was assented to on March 7, 1968, the increased work 
load due to cable television, redesign of forms and specifications, recruiting prob- 
lems, licensing activities and the extension of radio and television services across 
Canada. 


In addition to the $399,000 paid to the consultants, the Commission’s develop- 
ment costs to March 31, 1972, were $248,000 which together with an estimate of 
$55,000 for 1972-73 will bring the total development cost of the system to $697,000. 


77. Settlement for property acquired. In last year’s Report (paragraph 74) we 
referred to the acquisition by the Cape Breton Development Corporation on March 


30, 1968, under authority of section 9 of the Cape Breton Development Corporation ~ 


Act, R.S., c. C-18, of lands and personal property located on Cape Breton Island, 
and interests in land and personal property located under adjacent waters that 
constituted or formed part of the works and undertakings operated or carried on by 
Dominion Coal Company, Limited, Nova Scotia Steel and Coal Company, Limited, 
The Dominion Rolling Stock Company Limited, Sydney and Louisburg Railway 
Company, The Scotia Rolling Stock Company Limited and The Cumberland 
Railway Company. We pointed out that the notes forming an integral part of the 
financial statements of the Corporation’s Coal Division for the year ended Decem- 
ber 31, 1969, disclosed that the cost of acquisition, if any, to be paid by the Minister 
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of Finance out of the Consolidated Revenue Fund, under authority of section 19 of 
the Act, had not yet been determined and no payments had been made. A similar 
note forming an integral part of the financial statements for the year ended 
December 31, 1970, disclosed that an offer of settlement in the amount of $11,000,000 
filed in the Exchequer (now Federal) Court of Canada had not been accepted and 
settlement negotiations were in process. The financial statements for the year ended 
December 31, 1971, disclosed that the situation was unchanged. However, late in 
1972 settlement in the amount of $14,654,000 was agreed to. (See paragraph 364 of 
this Report.) 


78. Failure to file statements and annual summaries. Section 128(1)(b) of the 
Canada Corporations Act, R.S., c. C-32, requires public companies and all private 
companies with gross revenue in excess of $10 million or assets in excess of $5 
million, except personal corporations as defined in the Income Tax Act, R.S. 1952, 
c.148, to file annually a copy of their financial statements with the Department of 
Consumer and Corporate Affairs. A filing fee of $10 is set by the tariff of fees. 
Section 129.1(1), which came into force on March 31, 1971, provides for a fine on 
summary conviction of from $100 to $500 a day for failure to file statements as 
required by the Act. 


Section 133(2) of the same Act requires every company to file with the Depart- 
ment on or before the first day of June in every year an annual summary giving 
certain information concerning the company and its directors. The fee for filing is 
$10. Section 133(3) provides for a fine on summary conviction of from $20 to $100 a 
day when a company is in default in the filing of this annual summary. If a 
company does not file an annual summary for two consecutive years, there is a 
provision in section 133(9) for the Minister to give a year’s notice that the company 
will be dissolved unless it files the summaries as required. 


In previous Reports (paragraph 75 in 1971) we have drawn attention to the 
inability of the Department to enforce the filing of financial statements even 
though 717 companies were in default at November 30, 1971, of which 143 had never 
filed statements some dating as far back as 1917. Penalty provisions came into effect 
on March 31, 1971, and in October 1972 the Department commenced screening 702 
companies in default to determine which of these are active and may be prosecuted 
successfully. 


We also referred in last year’s Report to the failure of 3,765 companies to file an 
annual summary and to the publication in the Canada Gazette of the names of 627 
companies that had been in default for more than two years. At March 31, 1972, 
2,728 companies were in default and during the year the names of a further 949 
companies were published in the Canada Gazette. The Department identified 21 
companies in default of filing summaries as still active in October 1972 and has 
subsequently instructed the Department of Justice to prosecute 8 which continued to 
be in default. 
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79. Diversion of revenue. To meet its administrative and operating costs, Crown 
Assets Disposal Corporation is authorized to retain a percentage of the selling price 
of surplus assets sold by it. The remainder of the sales proceeds must be remitted to 
the Receiver General for credit to the Consolidated Revenue Fund. 


In the case of sales of defence materials the net proceeds are credited to a 
special account in the Consolidated Revenue Fund from which the Department of 
National Defence, with the approval of the Treasury Board, may make disburse- 
ments for any of its purposes. 


The Corporation is permitted to accumulate a surplus of no more than $300,000 
and, pursuant to section 71(4) of the Financial Administration Act, is required to 
remit to the Receiver General, for credit to the Consolidated Revenue Fund, any 
amount of earned surplus in excess of that amount. 


It is the policy of the Corporation to withhold its full commission from the first — 
payments received. However, an exception was made in the case of the Corpora- | 
tion’s commission on sales of surplus military aircraft totalling $8,170,000. Instead of | 
retaining 10% of the sales value, $817,000, out of the initial payment of $1,117,000 © 


and remitting $300,000 to the Receiver General for credit to the National Defence 
Surplus Crown Assets Account, the Corporation retained 10% of the down payment 
only, $111,700, and remitted $1,005,300 to the Receiver General for credit to the 
Account. The difference of $705,300 was treated by the Corporation as deferred 
income. 


The Corporation already held its maximum permissible surplus of $300,000 and 
had its policy been followed with respect to the commission on this sale, the amount 
of its surplus in excess of $300,000 transferred to the Consolidated Revenue Fund as 
revenue in 1971-72 would have been greater by $705,300. 


The effect of this deviation from policy was to divert without authority $705,300 
from the 1971-72 revenues of Canada to the National Defence Surplus Crown Assets 
Account where it was available to that Department for spending with the authority 
of the Treasury Board. Furthermore, by this deviation from policy the Corporation 
assumed a portion of any risk there may be of the full purchase price not being paid. 


For these reasons, our report dated May 18, 1972, to the Minister of Supply and 
Services covering our examination of the accounts and financial statements of the 
Corporation for the year ended March 31, 1972, was qualified by reference to this 
transaction. (See also paragraph 340 of this Report.) 


80. Grant paid without parliamentary approval. In 1967 the Department of 
Energy, Mines and Resources was authorized to sponsor an International Geological 
Congress in Canada in 1972 at a cost not to exceed $150,000. Grants totalling that 
amount were subsequently approved by Parliament and paid to the National 
Organizing Committee which was incorporated as the ‘‘24th International Geologi- 
cal Congress, Inc.’’. 
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In 1971 the Treasury Board authorized the Department to make an additional 
grant of $132,000 to the National Organizing Committee to assist in the cost of 
publishing bilingual guidebooks for the use of participants at the Congress. The 
Board directed the Department to absorb the grant within its 1971-72 appropriations 
and the grant was then paid from Energy, Mines and Resources Vote 5. 


The grants listed in the Estimates under Energy, Mines and Resources Vote 5, 
1971-72, did not include this grant of $132,000 and thus Parliament was not informed 
of the proposed grant nor given an opportunity to sanction the payment. 


As is pointed out in paragraph 62 of this Report, the prior sanction of Parlia- 
ment has always been a requisite for the making of a grant. 


81. Computer purchased on the instalment plan. In our 1971 Report (paragraph 
148) we referred to Treasury Board policy in relation to the various financial options 
available for computer acquisition, to one instance where the instalment plan option 
had been taken, and to the consequent infringement of control by Parliament. 


In May 1971 the Treasury Board approved the purchase, on similar terms, of a 
computer system for the Department of Energy, Mines and Resources. The instal- 
ment purchase contract provides that title to the equipment will remain with the 
supplier until the purchase price is paid in full. The total instalment purchase price 
of $1,267,000 is $190,000 greater than the price for outright purchase. The difference 
is equivalent to interest at 8.2% on the unpaid instalments, a rate substantially 
higher than that for normal borrowings during the year. 


We reiterate our comment in last year’s Report that the instalment purchase 
method of financing is a serious departure from the concepts of the Financial 
Administration Act, infringing upon Parliament’s control over borrowings and 
violating the principles on which the following sections of the Act are based: 


(1) section 36 which provides that no money shall be borrowed or security issued by or on behalf of 
Her Majesty without the authority of Parliament; 


(2) section 37 which provides that where Parliament has authorized the borrowing of money, the 
Governor in Council may authorize the Minister of Finance to borrow the money by the issue 
and sale of securities in such form, for such separate sums, at such rate of interest and upon 
such other terms and conditions as the Governor in Council may approve; 


(3) section 39 which specifically empowers the Governor in Council to authorize the Minister of 
Finance to obtain temporary loans for a period not exceeding six months. 


Further, although section 40 of the Act requires that a statement of all borrowing 
transactions shall be included in the Public Accounts, there is no disclosure of 
indebtedness arising from instalment purchases. 


82. Ex gratia payment to departmental employee. An ex gratia payment is a 
payment made without legal liability. Because of this, such payments require the 
approval of the Governor in Council and when in excess of $100, in compliance with 
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a request of the Public Accounts Committee in its Second Report 1961 (concurred in 
by the House of Commons on April 26, 1961), are to be listed in the Public Accounts. 


During the year an employee of the Department of Energy, Mines and 
Resources was paid $350 as partial reimbursement of a loss, probably by theft, of 
$460 of public funds entrusted to him. 


Payment of this amount on an ez gratia basis was not approved by the Governor 
in Council, nor has it been reported in the Public Accounts, as is the practice in such 
cases. 


83. Defence costs charged to Environment appropriation. In paragraph 197 of our 
1971 Report we noted that for many years the Department of Transport had 
provided the Department of National Defence with meteorological services on a 
non-recoverable basis under agreements approved by the Treasury Board. A joint 
submission to the Board had been made, seeking transfer to the Department of 
National Defence of financial responsibility for meteorological support, commenc- 
ing with 1971-72. However, the Board, although acknowledging that to charge the 
cost of such services to defence programs would be consistent with program budget- 
ing principles, withheld approval of the transfer because an increase in the National 
Defence budgetary ceiling could not be permitted. 


In the 1971-72 Estimates, provision for expenditures of the former Meteorologi- 
cal Branch of the Department of Transport was made in the appropriations of the 
Department of the Environment. The charge to those appropriations for services 
provided to the Department of National Defence during the year amounted to 
$2 200,000. 


84. Vote wording which permits expenditure to exceed funds voted by Parliament. 
External Affairs Vote 10 reads as follows: 


The grants listed in the Estimates, contributions and authority to pay assessments in the 
amounts and in the currencies in which they are levied, and authority to pay other amounts 
specified in the currencies of the countries indicated, notwithstanding that the total of such 
payments may exceed the equivalent in Canadian dollars, estimated as of January, 1971 which 
is $16,506,000. 


Supplementary Estimates (A) provided an additional $773,000 and stated that 
the new total of $17,279,000 was estimated as of October 1971. Supplementary 
Estimates (B) authorized the transfer of $35,000 from External Affairs Vote 1 and 
stated that the proposed expenditure of $17,314,000 was estimated as of January 
1972. Expenditure charged to the Vote totalled $18,180,000 which is $866,000 in 
excess of the funds provided. The excess resulted mainly from Canada’s assessment 
for the United Nations being $780,000 higher than was estimated. Eleven other 
contributions were also paid in amounts in excess of the original estimates. 


Similar vote wording has existed for many years, when each contribution was 
the subject of a separate vote, in order to permit the payment of the contribution 
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notwithstanding a change in the rate of exchange or a higher membership assess- 
ment which increased the Canadian dollar amount over the amount voted. However, 
since 1966 grants and contributions have all been provided for in a single vote and 
prior to 1971-72 the total payments never exceeded the amount appropriated. 


Because of the flexibility that is provided by including all contributions to 
international organizations in a single vote we are of the opinion that continuation 
of the unusual provisions in the Vote whereby the total expenditure may exceed the 
amount appropriated is neither necessary nor desirable. Furthermore, Parliament 
would be better informed if supplementary estimates were sought when there is a 
substantial increase in a contribution over the amount that was originally estimated. 


85. Departmental audit of missions abroad. In our Reports for 1964, 1965 and 1966 
we referred to errors and defalcations that had occurred at various missions of the 
Department of External Affairs and to the need for improvements in financial 
control, including the setting up of a small internal audit staff. The Treasury Board 
approved the establishment of two internal auditor positions in April 1966. The 
Public Accounts Committee, after reviewing our 1964 and 1965 Reports, reeommend- 
ed in its Tenth Report 1966-67 presented to the House on February 7, 1967, that the 
necessary staff be appointed without delay to carry out periodic examinations of the 
financial transactions and related administrative procedures at missions abroad. 


In August 1967 one internal auditor was appointed as part of the Inspection 
Service of the Department. This Service was first established on a permanent basis 
in 1956, but 1t was not until the two positions for internal auditors were authorized 
in 1966, and operational auditing was introduced in 1967, that emphasis was placed 
on a review of the adequacy of departmental accounting, financial and operating 
controls and the extent to which both missions and headquarters’ divisions were 
complying with them. The goal of the Inspection Service has been to visit each post 
at least once every three years. 


In 1964 when we first suggested that a small audit staff be established, there 
were only 85 missions abroad and financial controls were centered in Ottawa. Staff 
abroad totalled 1,475 including 625 locally-engaged employees. Since then a new 
system of financial management has been introduced by the Department, greater 
financial responsibility has been delegated to missions abroad, the administrative 
support function of the foreign activities of other departments has been integrated 
with those of the Department, and there are now 120 missions with a staff of 2,952 
including 1,887 locally-engaged employees. 


In the past four years the number of missions visited by the internal auditor, 
either alone or with other members of the Inspection Service, has varied from 9 to 16. 
In March 1972 we made examinations at the Canadian missions in London, Paris 
and Brussels. A number of weaknesses were disclosed, all of which have been 
reported to the Department. 
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As the frequency of examination of missions of the Department has been 
substantially below the goals established for the Inspection Service, consideration 
should be given to strengthening the internal audit staff. 


86. Cost of architectural services and storage charges relating to an abandoned 
project, New York. In 1968 a decision to renovate the offices of the Consul General in 
New York City was made by the Department of External Affairs after consultation 
with other government departments and agencies occupying space in the building. 
In early 1969 an architectural firm was employed to produce working drawings and 
specifications and to supervise the renovations in accordance with New York City 
by-laws. In September 1969, because of the government austerity program, the 
project was cancelled and the contract with the architectural firm was terminated. 
An amount of $3,000 was paid to the firm for work carried out. 


In October 1970, the project was reactivated. The same architectural firm was 
employed and the design, working drawings and specifications were completed. 
Tenders for the project were obtained in April 1971 but all were considered to be 
excessive. This, together with the fact that there was a significant decline in the New 
York real estate market at that time, caused the Department to again cancel the 
renovation project and to lease alternative accommodation with effect from Decem- 
ber 1972. The cost of architectural and related fees was $25,000. 


In February 1971, office furniture costing $67,000 had been purchased as part of 
the renovation project, with delivery ordered for March 31, 1971. Because of the 
cancellation of the project, the furniture was kept in storage in Toronto until June 
1972 when it was shipped to New York and again placed in storage. Storage charges 
in Toronto amounted to $6,000 and in New York to approximately $5,000. 


The overall non-productive cost to November 30, 1972, was therefore approxi- 
mately $39,000. 


87. Indirect compensation to chartered banks. Since 1962 (paragraph 77 in 1971) we 
have been drawing attention to the fact that, although there is a prohibition in 
section 93 of the Bank Act, R.S., c. B-1, against a bank making a charge for cashing a 
cheque or other instrument drawn on the Receiver General, the banks have been 
benefiting from banking arrangements whereby large interest-free balances are left 
on deposit. On three occasions the Public Accounts Committee has expressed the 
view that if banks are to be compensated for services provided to the Crown, 
consideration should be given to the most equitable manner in which this may be 
done, with statutory sanction being given by means of an appropriate amendment 
to the Bank Act (see Appendix 1, item 6). 


In its Seventh Report 1966-67, which was presented to the House on October 26, 
1966, the Public Accounts Committee requested explanations from the Department 
of Finance on three points associated with the practice. On October 15, 1969, the 
Minister of Finance wrote to the Chairman of the Public Accounts Committee 
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outlining the views of the Department but the Committee has not yet given 
consideration to these views. 


During the year the Government continued to maintain large balances in all the 
chartered banks in the special deposit accounts covered by these long-standing 
banking arrangements. The banks, as in past years, were required to pay interest 
only on the amount by which the aggregate of the minimum weekly balances 
exceeded $100 million. Under these arrangements the daily aggregate of the interest- 
free balances in 1971-72 ranged from $100 million to $1,312 million. Interest earned 
in 1971-72 totalled $46 million compared with $25 million in 1970-71 despite a 
decline in the average weekly interest rate from 4.69% in 1970-71 to 3.09% in 1971-72. 
The increase occurred because of the substantial increase in the average minimum 
weekly amount on deposit. 


Reference is made in paragraph 88 of this Report to interest-free balances, 
aggregating $30 million at March 31, 1972, maintained in chartered banks by the 
Unemployment Insurance Commission. 


88. Unemployment Insurance Commission special Receiver General bank accounts. 
Under a long-standing banking arrangement in connection with the cashing of 
Unemployment Insurance warrants, the Unemployment Insurance Commission 
maintains an interest-free account in each of five designated chartered banks which 
act as regional clearing agents for Unemployment Insurance warrants in the five 
administrative regions of the Commission. A deposit, in the form of a Receiver 
General cheque equivalent to the total of the warrants charged to the account 
during the day, is made in each account daily so that the closing balances remain 
the same from day to day. The balances are adjusted monthly to equal four times 
the average daily encashment of warrants in the preceding month. The aggregate on 
deposit at March 31, 1972, was $30 million. 


As these warrants are instruments drawn on the Receiver General, they are in 
the same category as those referred to in paragraph 87 of this Report and our 
comments and the recommendation of the Public Accounts Committee with respect 
to the interest-free balances of $100 million maintained with the chartered banks, 
apply equally to these interest-free balances of $30 million. 


We would suggest that these five accounts be closed and that Unemployment 
Insurance warrants be redeemed from the banks by the several agencies of the Bank 
of Canada, along with other instruments drawn on the Receiver General which are 
cleared in this way. 


89. Deficit in the Exchange Fund Account. In paragraph 79 of our 1971 Report we 
drew attention to the deficit of $231,583,000 in the Exchange Fund Account at 
December 31, 1970, and to comments made in our 1959 Report (page 17) concerning 
the deficit of $204 million at December 31, 1958, which had accumulated from the 
sale and revaluation of gold, securities and foreign currencies to that date. 
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We also drew attention to our 1960 Report (page 49) where we expressed the 
opinion that as the loss in the Exchange Fund Account represented a cost of 
exchange management over the period since establishment of the Account, it should 
be written off in the accounts of Canada with parliamentary authority. We also 
stated that in our opinion consideration should be given to transferring annually to 
the Consolidated Revenue Fund the profit or loss resulting from the trading 
operations and revaluations of holdings. 


The matter was considered by the Public Accounts Committee in the course of 
its 1961 meetings and in its Fifth Report 1961 the Committee recommended that the 
Minister of Finance be requested to submit to the Committee a report dealing with 
the desirability of writing off the loss. 


Before the Minister of Finance submitted a report to the Committee, the 
weakening of the Canadian dollar in relation to the United States dollar served to 
eliminate the deficit from the accounts of the Exchange Fund and, in the period 
during which the value of the United States dollar in Canada was maintained at 
$1.08108 Canadian, the Exchange Fund Account showed a surplus of approximately 
$30 million. 


In a statement to the Public Accounts Committee on July 21, 1964, the Minister 
of Finance proposed that profits or losses in the Exchange Fund Account, other than 
those arising from revaluations, be transferred from the Account to the Consolidated 
Revenue Fund annually. He also proposed that no decision be taken at that time to 
transfer to the Consolidated Revenue Fund future profits or losses at year-ends 
arising from changes in exchange rates and that the surplus in the Fund remain 
there to serve as a modest reserve against any possible future revaluation losses. In 
its Sixth Report 1964 the Public Accounts Committee noted the Minister’s remarks 
and commented as follows: 


The Committee is glad to note that in future, commencing with this year or as soon as the 
necessary parliamentary authority is obtained, the annual balance of profit or loss arising 
from trading operations and investment, including interest and discount on securities, trading 
profits and losses on purchases and sales of foreign exchange, gold and securities, and the net 
valuation adjustments on unmatched purchases or sales during the year, is to be transferred to 
the Consolidated Revenue Fund. 


The Committee approves of the Minister’s proposal that the surplus of $30.3 million at 
December 31, 1963 be left in the fund to serve as a reserve against any future revaluation 
losses. 


The Committee understands the reluctance of the Minister to decide today whether future 
profits or losses arising from changes in exchange rates should be transferred to the Consolidat- 
ed Revenue Fund at. each year-end because of the possibility of these causing serious 
distortions in the budgetary accounts. However, the Committee also noted the statement by 
the Auditor General that the present surplus would be much larger had past exchange losses 
been charged to expenditure as they occurred, and that a drop of as little as two cents in value 
of the United States dollar can again cause the Exchange Fund Account to go into a deficit 
position. It therefore recommends that in the event the holdings of the Account drop in value 
by an amount sufficient to eliminate the above-mentioned surplus and create a deficit in the 
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Account, the Minister of Finance of the day give immediate consideration to the elimination 
of the deficit in order to maintain the full value of the advances made from the Consolidated 
Revenue Fund to the Exchange Fund Account. 


The Currency and Exchange Act, R.S., c. C-39, was subsequently amended to 
give effect to the Minister’s views and now requires the annual payment into the 
Consolidated Revenue Fund of the net profit from trading operations in foreign 
exchange, gold and securities, and the net profit from the net valuation adjustments 
on unmatched purchases or sales of foreign exchange, gold and securities. These 
profits in the eight years 1964 to 1971 have amounted to a net of $19,739,000, all of 
which has been paid into the Consolidated Revenue Fund. 


Following the freeing of the Canadian dollar on May 31, 1970, the value of the 
United States dollar holdings dropped, resulting in a substantial deficit in the 
Exchange Fund Account. However, no action has yet been taken to write this deficit 
off as a cost of exchange management, as recommended by the Public Accounts 
Committee, in order that the advances made from the Consolidated Revenue Fund 
to the Exchange Fund Account will reflect the current value of the assets held by 
that Account. At March 31, 1972, the deficit amounted to $217,460 ,000. 


90. Overpayment of interest to the Army Benevolent Fund. Section 3 of the Army 
Benevolent Fund Act, R.S., c. A-16, provides in subsection 7 that: 


The Receiver General shall credit to the Fund semi-annually interest on the minimum balance 
to the credit of the Fund in each month ... at such rate as may be prescribed by the Governor 
in Council... 


Effective June 30, 1970, the rate of interest was increased from 4 3/4% to 7 1/2% per 
annum. 


Every six months the Department of Veterans Affairs submits a statement of 
the balances in the Fund to the Department of Supply and Services to be used in the 
interest calculation. Although the statements refer to minimum monthly balances, 
in fact month-end balances have been given. Since April 1971 these balances have 
included substantial amounts held in trust for a limited period over the month-end. 


Based on a review of cash balances in 1971-72 we estimate that for the year 
ended March 31, 1972, interest has been overpaid by $25,000 because of the failure to 
adhere to the legislative requirements for calculation of interest on the minimum 
monthly balance. 


91. Dividends not declared by the Canada Deposit Insurance Corporation. Section 
36 of the Canada Deposit Insurance Corporation Act, R.S., c. C-3, provides that: 


(1) The Corporation may declare and pay a dividend on its share capital at an annual rate equal 
to the rate of interest at which the Government of Canada is prepared, at the date the 
dividend is declared by the Corporation, to lend to a Crown corporation within the meaning of 
the definition ‘Crown corporation” in subsection 66(1) of the Financial Administration Act. 
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(2) The annual dividend shall be charged to the Accumulated Net Earnings, but a dividend may 
only be declared and paid in respect of a financial year of the Corporation in which the 
amount standing to the credit of the Accumulated Net Earnings is sufficient to meet the total 
amount of the dividend so declared. 


These unusual dividend provisions would seem to indicate that the Crown is 
interested in receiving a return on its investment in the Corporation equal only to 
the rate of interest normally received on money loaned to Crown corporations. 


The Accumulated Net Earnings at each year-end except the first, December 31, 
1967, have been sufficient to meet the amount of the annual dividend permitted by 
the Act. However, it was not until after the year ended December 31, 1971, that the 
Corporation for the first time declared and paid a dividend on its $10,000,000 share 
capital. 


The annual earnings and the annual dividends that could have been paid under 
the Act, based on minimum interest rates in effect immediately after December 31 or 
when declared, are as follows: 


Net earnings (after 


provision for losses) Dividend 
Crown 
corporation 
loan interest Permitted 
Year Accumulated rate by Act Paid 

POG rene at Ne eet he Sora $ 371,000 $ 371,000 6 5/16% $ — $ — 
1OBS 296 AOR ce odors HORSES Chelle tee 815,000 1,186,000 6 3/4% 675,000 
LLC Seat eee crete Sei artis DER SEER ete 1,450,000 2,636,000 8 1/4% 825,000 — 
It #0 ae ne si ee a A aap a EE AES 466 ,000 3,102,000 5% 500,000 _ 
LOT Tbe Meiers thes AT nes Slee 1,871,000 4,973,000 4 15/16% 493,750 493 ,750 


The limitation in section 36 on the annual rate of dividend, in the absence of 
any requirement for the Corporation to subsequently make good the non-payment 
of a dividend in any year, operates to the disadvantage of the Crown in obtaining 
over the years a reasonable return on its investment. Thus, had dividends been 
declared in 1968, 1969, and 1970, the Crown would have received $2,000,000 which it 
cannot now receive, because of the limitations in section 36. 


We would suggest that the Act be amended to permit the Corporation to make 
good in future years any annual dividend not declared. 


92. Interest on the public debt wmproperly charged to departmental programs. In 
paragraph 80 of our 1971 Report we commented on a change in accounting policy 
which resulted in portions of the interest on the public debt being recorded as 
expenditures of the Treasury Board, the Department of National Defence and the 
Department of the Solicitor General instead of as charges to the statutory appro- 
priation of the Department of Finance for interest on the public debt. 


Canada’s liability to participants in the several superannuation schemes is 
represented by the balances in the superannuation accounts which consist of 
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employer and employee contributions and interest earned less payments made to 
participants. These balances form part of the public debt of Canada and the interest 
payable with respect to them is therefore a charge to the statutory appropriation of 
the Department of Finance for interest on the public debt. Up to June 30, 1969, the 
authorized interest rate was 4%. On July 1, 1969, on the authority of regulations 
made pursuant to the respective Acts, the rate was increased to conform to the 
Canada Pension Plan interest rate. The resulting increase in interest for the period 
July 1, 1969, to March 31, 1970, amounting to $51,838,000 for the Public Service, the 
Canadian Forces and the Royal Canadian Mounted Police Superannuation 
Accounts, was properly charged to interest on the public debt. 


In 1970-71 the change in accounting practice resulted in only the 4% portion of 
the interest being recorded as a cost of the Department of Finance—interest on the 
public debt, the remainder being shown as a cost of the other Departments. The 
practice was continued in 1971-72 and the additional interest was improperly 
recorded as expenditures of three Departments: 


PETC ASELENEEESOOT (len artes Ltr cc RAEN Gs Soe ee iRe EIN eR Ae le TN eee ae a IEE tan es atte $ 65,353,000 
ID Ome IPCI OTIC CR eee ane ci Nat 6 Ante ade Marat eamee 9 Kobe usa NG a> seca hee e mee 58,669,000 
BO CILOC MUCH alates eee tee eaters re tare cere hie eee ee es ae er a ee ee 3,312,000 


$ 127,334,000 


Since the Crown makes use of all superannuation funds to finance its opera- 
tions, they form part of the public debt and the full interest accruing thereon should 
be charged to the Department of Finance as interest on the public debt. 


93. Reimbursement to Bank of Canada for bonds wmproperly redeemed. In Novem- 
ber 1968 an individual presented for redemption Canada Savings Bonds in the 
amount of $3,000, registered in his wife’s name. In accordance with Bank of Canada 
instructions and procedures the bonds were endorsed by the chartered bank to the 
effect that the proceeds had been credited to the husband’s and wife’s joint account. 
A few days later the husband withdrew the proceeds from the joint account and 
several months later left his wife. 


In October 1969, the Bank of Canada received a declaration from the wife, the 
registered owner, that the bonds had been redeemed by her husband without her 
knowledge and that she had not received the proceeds. 


Canada Savings Bonds are redeemable at the option of the owner at any time 
and one of the conditions printed on the bonds reads: 


To obtain redemption of this bond the registered owner or his agent or attorney should present 
it at or before maturity to a bank and complete the application for redemption on the face 
hereof. 


These conditions were broadened by instructions of the Bank of Canada to the 
chartered banks which included the following: 
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The application for redemption printed on a Canada Savings Bond may be signed by the 
registered owner, or by his legal representative, or in lieu thereof, the bank may endorse the 
bond that the proceeds have been either credited to an account, or have been paid by cheque. 


The law officers of the Crown were of the opinion that a court would hold that 
the chartered bank was not liable on the grounds that in crediting the proceeds to 
the joint account it did in fact credit the proceeds to the account of the registered 
owner. However, as there was no evidence that the husband was acting as authorized 
agent or attorney for his wife, the law officers also agreed that the wife was still the 
registered owner of bonds that had not been validly redeemed and so was fully 
entitled to all her rights under the terms of the bonds. The Bank of Canada paid the 
wife $3,465 for principal and interest on the bonds in question and has issued 
instructions to the chartered banks designed to prevent a recurrence. 


Subsequently the Bank of Canada was reimbursed $3,465 with the approval of 
the Treasury Board, the charge being to Treasury Board Vote 5—Government 
Contingencies. The reimbursement was made pursuant to section 40 of the Domestic 
Bonds of Canada Regulations which states: 


Where a Redemption Agent for Canada Savings Bonds makes an erroneous payment and the 
Bank [of Canada] is satisfied that the error did not result from fault or negligence on the part 
of the Redemption Agent, the Treasury Board may, upon the recommendation of the Bank, 
relieve the Redemption Agent of liability to the Government of Canada and reimburse the 
Bank, but otherwise, the Redemption Agent shall reimburse the Bank in the amount of the 
loss sustained. 


94. Inadequate accounting and financial control procedures, Indian agencies. In our 
past five Reports (paragraph 83 in 1971) attention has been drawn to the results of 
our examination of a number of the field offices maintained by the Department of 
Indian Affairs and Northern Development for the administration of its programs for 
the Indian population. Our comments have included reference to the need for a 
strengthening of financial control over field activities and to the remedial action 
taken by the Department. 


During 1971-72 we carried out examinations at 11 of the 49 agencies and district 
offices and again criticized several matters including the internal control at five 
locations, the cash handling practices at six locations, the accounts receivable 
processes at six locations and the welfare administration at six locations. In connec- 
tion with its visits to 30 of the other field offices the Audit Services Bureau of the 
Department of Supply and Services has commented upon shortcomings in the 
internal control at 24 locations, the cash handling practices at 21 locations, the 
accounts receivable processes at 21 locations, the purchasing procedures at 18 
locations and the inventory procedures at 22 locations. It is quite evident that 
further remedial measures are necessary. 


95. Inadequate accounting for appropriation and Indian band funds. Reference has 
been made in previous Reports (paragraph 84 in 1971) to the policy of the Depart- 
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ment of Indian Affairs and Northern Development of transferring to Indian bands 
responsibility for the management of public funds provided for various band 
programs and, in accordance with section 69 of the Indian Act, R.S., c. I-6, for the 
management of band revenue moneys. Attention was drawn to the results of the 
examinations we had carried out in connection with the yearly audited financial 
statements which the bands must provide the Department as a condition of the 
transfer. 


During 1970-71 some 345 bands were responsible for management of approxi- 


mately $23 million. A review of the departmental files revealed that a year after due 


date 27 bands had not submitted the required statements. Of the 318 received, 159 
were qualified by the auditors and only 33 satisfied all of the departmental 
instructions, such as preparation of a balance sheet, completion of the Department’s 
audit questionnaire and submission within three months of the fiscal year-end. 
Shortcomings were again evident in respect of reconciliation of the bands’ statement 
figureg with departmental records, with the figures in some cases not being presented 
in a manner suitable for reconciliation. 


By March 31, 1972, the management of public funds and band revenues, 
amounting to approximately $40 million, had been extended to 454 bands. The 
financial statements due by June 30, 1972, have not yet been examined in the audit, 
the Department having received only 259 by July 31. 


96. Assistance to Indian association. In January 1971 the Department of Indian 
Affairs and Northern Development obtained authority to enter into an agreement 
with an Indian association for the provision of community development services to 
Indian communities and leadership training to Indians. Payments totalling $320,000 
were made to the association during the latter part of 1970-71 for purposes of the 
arrangement. In a subsequent review by the Department of a report on an audit of 
the association’s records, carried out by the Audit Services Bureau of the Depart- 
ment of Supply and Services, difficulty was experienced in identifying the use to 
which certain of the funds had been put but the conclusion was reached that the 
moneys had not been fully expended by March 31, 1971. Consequently, only $60,000 
was advanced in 1971-72 for the community development and training program, 
although the association had estimated that $325,000 would be required. 


However, in February 1972 the Treasury Board approved an interest-free loan 
of $191,000 repayable over a period of five years to enable the association to settle its 
unpaid accounts at December 31, 1971, and a contribution of $80,000 to enable it to 
meet its operating costs in the period January 1 to March 31, 1972. In the case of the 
contribution, the association’s requirements were considered to have been met in 
part by a payment of $34,000 made in January 1972 from Secretary of State Vote 40 
and the balance of $46,000 was paid in February 1972 from Indian Affairs and 
Northern Development Vote 5. The loan was paid out on February 8, 1972, from 
Treasury Board Vote 5—Government Contingencies. Parliamentary approval there- 
of was later obtained in Indian Affairs and Northern Development Vote L19b. The 
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text of the Vote did not disclose that the loan had already been paid, but did 
indicate that the loan was subject to terms and conditions approved by the Governor 
in Council. There has been no such approval. Before the loan was disbursed to the 
association, it was arranged that a Fitness and Amateur Sport grant of $75,000 to be 
made to the association by the Department of National Health and Welfare would 
be applied towards reduction of the loan. This was done, reducing the amount of the 
loan outstanding at the year-end to $116,000. 


97. Improper charges to appropriation. In March 1971 the Treasury Board issued 
a circular with respect to grants and contributions for which funds are provided 
through Appropriation Acts. It is stated in the circular that grants and contributions 
must be paid by March 31 of the fiscal year in which they are included in the 
Estimates if they are to be paid, the 30 days during April for making payments from 
old year funds under section 30 of the Financial Administration Act not being 
applicable in the case of grants. Notwithstanding this, six grants under the Indian 
Fishermen’s Assistance Program, totalling $17,700, were paid in April 1972 and 
charged to Indian Affairs and Northern Development Vote 5 of 1971-72. 


Another charge to the Vote involved a grant of $7,300 for Indian economic 
development. The relative cheque was issued on March 29, 1972, subject to certain 
conditions being met but was not released until June 1972. This was an improper 
charge to the 1971-72 appropriation as the conditions had not been met by March 31, 
1972, and therefore the amount did not properly come in course of payment during 
the fiscal year 1971-72. 


98. Losses due to nadequate security deposits. In paragraph 85 of our 1971 Report 
reference was made to the security deposits required under the Canada Mining 
Regulations and the Canada Oil and Gas Land Regulations to ensure the fulfilment 
of commitments made by individuals and companies. The deposits in the form of 
cash, bonds or an approved promissory note are to be equal to the value of the 
exploratory work to be done. We reported that up to July 1969 Canada bonds, 
including in some cases Canada 8% perpetual bonds which have been at a substan- 
tial discount on the market for many years, were accepted at par value by the 
Department of Indian Affairs and Northern Development for security deposit 
purposes. Because the amount realized from the disposal of bonds in the case of 
forfeiture was sometimes less than the value of the work to be performed, the 
Department had since that date required that Canada bonds received as security be 
accepted at market value. However, it did not call for additional security in respect 
of bonds lodged earlier, with the result that during 1970-71 the Crown had suffered a 
revenue loss of $22,900 when holders of exploratory or prospecting permits failed to 
fulfil the permit terms and forfeited their deposits. 


During the year a further revenue loss of $79,400 was recorded as a consequence 
of the forfeiting of the deposits of six permit holders and of the realization of only 
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$59,800 on disposal of Canada perpetual bonds which had been accepted as security 
of $139,200. 


At March 31, 1972, the Department still held Canada 3% perpetual bonds with a 
par value of $85,500, which had been accepted as security for that amount. 


The following are other cases where the market value of securities held was 
substantially below the deposit required: 


(a) The Department of Energy, Mines and Resources held Canada bonds with a par value of 
$846,000 as guarantee deposits at March 31, 1972. Although the deposit requirement at that 
date was $765,000, these bonds had a market value of only $646,000. No revenue losses have 
been recorded, but a loss of approximately $85,000 is anticipated upon realization of 3% 
perpetual bonds with a par value of $141,500 which have been declared forfeit and will have to 
be converted to cash. 


(b) The Department of Consumer and Corporate Affairs was holding bonds as deposits of trustees 
in bankruptcy at their par value of $579,000 although their market value was $127,000 less than 
that amount. 


(c) A Crown corporation, Defence Construction (1951) Limited, also held Canada bonds at March 
31, 1972. In this case the security required was $311,000 but although the bonds had a par value 
of $315,000 the market value at March 31, 1972, was only $191,000 which was $120,000 short of 
the security required. 


(d) Although the Department of National Revenue, Customs and Excise, no longer accepts 
Canada 3% perpetual bonds as security, it was holding these bonds with a par value of 
$160,000 and a market value of $65,000 at March 31, 1972. While in most cases the market value 
of the bonds was equal to or greater than the security required, there were six cases where the 
bonds held had a total market value of only $36,000 whereas the security required totalled 
$91,000. 


(e) The Department of Supply and Services was holding Canada bonds as a contractor’s security 
deposit at their par value of $52,000 although their market value was only $21,000 at March 31, 
1972. 


(f) The Department of Manpower and Immigration was holding bonds, as deposits of transporta- 
tion companies carrying immigrants to Canada, at their par value of $90,000 although their 
market value was $19,000 less than that amount. 


(g) The Department of Transport was holding Canada 3% perpetual bonds as a contractor’s 
security deposit at their par value of $13,000 although the market value was less than half that 
amount. 


Last year we expressed the view that, in order to reduce the possibility of similar 
losses in future, the Treasury Board should direct that departments accept bonds as 
security only at market value and that holdings be reviewed periodically and 
supplemented when necessary to ensure that the then market value provides the 
amount of security required. No such directive has been issued. 


99. Improper charge to Indian Affairs and Northern Development Vote 65 thereby 
supplementing Vote 70 for the National Battlefields Commission. The duties, powers 
and functions of the Minister of Indian Affairs and Northern Development include 
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all matters relating to national parks, national battlefields and historic sites, not by 
law assigned to any other department, branch or agency of the Government of 
Canada. Funds for these purposes are provided under the Department of Indian 
Affairs and Northern Development Conservation Program which also includes a 
specific vote covering expenditure of the National Battlefields Commission, the 
agency accountable to Parliament through the Minister and by law responsible for 
the acquisition, management and control of the historic battlefields at Quebec. 


Indian Affairs and Northern Development Vote 70 provided $400,000 for 


Payments to the National Battlefields Commission for the purposes and subject to the 
provisions of an act respecting the National Battlefields at Quebec. 


The amount was to cover the net cash requirements of the Commission in 
1971-72 and was based on its formally approved budget which forecast operating 
expenditures of $294,000, capital expenditures of $110,000 and miscellaneous receipts 
of $4,000. However, in May 1971 the forecast operating expenditures were increased 
by $112,000 to $406,000, due mainly to salary revisions arising from recently nego- 
tiated collective bargaining agreements, and capital expenditures were increased by 
$70,000 to $180,000, due to the Federal Labour Intensive Program introduced in the 
latter half of 1971-72. Although the increases were agreed to by the Department, a 
revised budget was not submitted for ministerial approval, nor was a Supplementary 
Estimate submitted to Parliament for its approval, with the result that the Commis- 
sion did not have sufficient funds to cover commitments made under The National 
Battlefields at Quebec Act, 1908, c.57. 


Expenditures applicable to the operations of the Commission amounted to 
$582,000 comprising operating expenditures of $403,000 and capital expenditures of 
$179,000. These expenditures were borne to the extent of $409,000 by the Commis- 
sion, $400,000 being financed from Vote 70 and the balance from miscellaneous 
receipts and working capital, and to the extent of $173,000 by the Department. 


The amount borne by the Department was charged to Indian Affairs and 
Northern Development Vote 65, thereby supplementing the amount provided by 
Parliament for purposes of the Commission in Vote 70. The charge to Vote 65 was 
therefore improper. 


100. Failure to collect revenue due to the Crown because of inadequate control over 
contracts. Under the Crown’s program to provide Canadian defence industry with 
financial assistance for product development and for the establishment of Canadian 
sources of supply, the Department of Supply and Services on behalf of the Depart- 
ment of Industry, Trade’and Commerce has entered into agreements providing for 
Crown contributions to approved projects. Although not required by the text of the 
vote providing funds, the agreements generally include a repayment provision 
whereby, in certain circumstances, the Crown may recoup its contribution from 
profits realized by the contractor on production resulting from the project assisted 
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or, alternatively, the contractor may invest an equivalent amount in further devel- 
opment work. 


In our 1970 Report (page 46) we commented on the inadequacy of procedures in 
the Department of Industry, Trade and Commerce for the determination and 
collection of amounts which become due to the Crown under these agreements. We 
pointed out that a procedure whereby the Department periodically requested con- 
tractors to supply statements of follow-on production, sales and profits, was inade- 
quate in that the request did not go to all contractors who had completed contracts, 
or to any contractors holding incomplete contracts, containing repayment provi- 

sions. Where requests had been sent, the Department had failed to follow up to 
ensure that replies were received. We noted one instance where a reply in May 1966 
had indicated the contractor had achieved profits subject to repayment but the 
Department had not attempted to verify and collect the amount due to the Crown 
and another instance where the failure of the Department to take prompt, effective 
action resulted in the Crown not recovering $522,000 due from follow-on production 
achieved by another contractor. (See paragraph 101 of this Report.) We also suggest- 
ed that a statement of general procedures was required to effect co-ordination of the 
activities of the Department, which is responsible for administration of the repay- 
ment and reinvestment provisions of the agreements, with those of the Department 
of Supply and Services, which is responsible for the overall administration of the 
agreements. 


In our 1971 Report (paragraph 87) we indicated that there had been little 
improvement during 1970-71 in the procedures of the Department of Industry, Trade 
and Commerce and that no statement of general procedures to effect co-ordination 
of the complementary roles of the two Departments had been issued. 


In its consideration of our 1970 Report, the Public Accounts Committee heard 
evidence on November 4, 1971, that new procedures had been instituted in Septem- 
ber 1971 to correct the deficiencies in administration to which we had referred. We 
have reviewed these new procedures and their implementation to October 31, 1972, 
and have found the following inadequacies: 


1. FAILURE TO SURVEY CONTRACTORS HOLDING INCOMPLETE CONTRACTS. The procedures do not 
provide for requests for statements of follow-on production, sales and profits to be sent to 
contractors until all expenditure by the Department under the contract is complete, even 
though development contracts often continue over many years with production proceeding 
concurrently with on-going development. In paragraph 103 of this Report we refer to an 
instance where a contractor achieved follow-on sales aggregating $59 million during the course 
of a ten-year development but has not yet submitted any report of profits. 


2. DELAY IN MAKING SURVEY OF COMPLETED CONTRACTS FOR CALENDAR YEAR 1971. The proce- 
dures provide that requests for cost and profit information on follow-on production orders are 
to be sent out each January. The most recent general survey was in November 1971 at which 
time contractors were requested to supply information to December 31, 1970. Although some 
survey letters were sent out during 1972 with respect to contracts completed since the 
November 1971 survey, no general survey of completed contracts has been made for the 
calendar year 1971. 
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3. DELAYS IN DETERMINATION OF AMOUNTS DUE TO THE CROWN AND IN REQUESTING PAYMENT. 


(a) In our 1970 Report we noted one instance where a reply in May 1966 indicated that the 
contractor had achieved profits subject to repayment but the Department had not 
determined the amount due or requested payment. It was not until June 1972 that a 
request for payment of $7,000 was finally sent to the contractor. 


(b) In September 1971 the Department’s internal audit section noted and reported an instance 
where a company submitted cost and profit statements over a four-year period showing 
accumulated profits due to the Crown at September 30, 1968, of $99,000. No request for 
payment was ever sent to the company. (See paragraph 104 of this Report.) 


(c) In January 1972 a contractor reported profits from follow-on production for the year 
ended September 30, 1970, which under the terms of the agreement require him to repay 
the total Crown contribution of $50,000. No request for payment has been sent to the 
contractor. 


(d) Pursuant to an agreement entered into in 1966, the Department has assisted a contractor 
in establishing a production facility by paying 50% of pre-production expenses to a 
maximum of $13,000. The agreement provides that the contractor repay to the Crown 
profits on follow-on production in excess of amounts determined to be fair and reasonable, 
until the Crown’s contribution shall have been repaid. In June 1972 the contractor 
reported profits for 1968 of $281,000 on sales of $549,000 and profits for 1969 and 1970 of 
lesser amounts. The Department has indicated to us that as a general guide profits in 
excess of 15% shall be considered to be in excess of fair and reasonable amounts. Based on 
this guideline, the total Crown contribution is refundable; however, the Department has 
not yet determined that any amount should be repaid. 


. INADEQUATE MONITORING OF ALTERNATE INVESTMENT PROVISIONS. Assistance agreements 


frequently include a provision whereby, instead of repaying the assistance, the contractor may 
invest an equivalent amount in approved further development projects. The procedures 
instituted in September 1971 to correct the deficiencies in the administration of the repayment 
provisions do not provide for the monitoring of any alternative investment. Paragraph 102 of 
this Report deals with a case where the Department apparently gave retroactive approval to 
reinvestments in development projects already completed by the contractor with the result 
that the contractor has not been requested to pay profits of $2.7 million to the Crown. 


. RECOVERY WHERE CONTRACTOR BECOMES A SOLE SOURCE. The terms and conditions of the 


Defence Industry Productivity Program approved by the Treasury Board include the condi- 
tion that if the project, to which the Crown has contributed, results in the contractor becoming 
the sole source of supply, then it is expected that the follow-on production orders will enable 
the contractor and the Crown to recover simultaneously their contributions in whole or in part 
on a pro rata basis. To give effect to this condition, the following clause is included in most 
development and source establishment assistance agreements: 


Should the Contractor as a result of this agreement become a sole source and obtain follow-on 
production contracts, the Minister [of Supply and Services] may direct the Contractor to include in 
its prices an amount which will enable the Contractor and Her Majesty to obtain the maximum 
practicable recovery: of their contributions, the amounts so recovered to be divided pro rata between 
the parties. 


The procedures instituted for the administration of the repayment provisions do not provide 
that consideration be given in each case to whether the contractor has become a sole source, nor 
have criteria been developed for determining whether recovery should be attempted in those 
cases where the contractor has become a sole source. In discussing this weakness in the 
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procedures with officials of the Department of Industry, Trade and Commerce we were 
advised that they did not anticipate that the sole source provision in the agreements would be 
invoked. In paragraphs 101 and 106 of this Report, we outline two instances where the sole 
source provisions were invoked by the Department of Supply and Services. The apparent lack 
of agreement between the two Departments as to when a contractor has become a sole source 
(paragraph 106) demonstrates a need for definition of the term. 


In our view the procedures are not adequate to ensure that the expectation of recovery 
expressed in the terms and conditions of the Program which were approved by the Treasury 
Board will be realized. 


In August 1972 the Treasury Board considered a submission by the Department 
of Industry, Trade and Commerce concerning terms and conditions for, and depart- 
mental approval of, individual projects under the Defence Industry Productivity 
Program. In conditionally approving the submission, the Board requested that the 
Department consult with officials of the Department of Supply and Services and the 
Treasury Board Secretariat with a view to determining the most effective way of 
handlftng the administration of agreements with companies under the Program. An 
administrative directive based on this consultation should go a long way towards 
meeting the need expressed in our past two Reports for a statement of general 
procedures to effect co-ordination of the administrative roles of the two 
Departments. 


101. Acquisition of Radio Engineering Products Limited. In our 1970 Report 
(page 47) we commented on the failure of the Departments of Supply and Services 
and Industry, Trade and Commerce to collect $522,000 due to the Crown in 
repayment of contributions made to assist a contractor in the development of 
communications equipment. The contractor was Radio Engineering Products Limit- 
ed. The repayment which became due in 1968 because the contractor was the sole 
source of the equipment developed was not collected since the Company was 
mistakenly offered the alternative of investing the moneys in further development. 
However, proposals submitted by the Company for other development projects were 
not approved by the Department of Industry, Trade and Commerce. In the mean- 
time, the two major shareholders of the Company sold their 70% controlling interest 
to a United States corporation which subsequently acquired substantially all of the 
remaining shares. When payment of the $522,000 was finally requested in April 1970, 
the Departments were informed by the Company that, as its cash resources totalling 
$3.6 million had been loaned to its foreign parent company, no payment could be 
made. 


On November 4, 1971, the Public Accounts Committee heard evidence in respect 
of our 1970 paragraph and in its Second Report, presented to the House on June 8, 
1972, recorded its concern with the lack of communication between departments 
which had become apparent during questioning of officials of the Department of 
Industry, Trade and Commerce and stated its intention to reopen consideration of 
this paragraph on some future occasion. 
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In addition to its indebtedness to the Department of Industry, Trade and 
Commerce, the Company owed $4 million in income taxes, primarily in respect of 
profits earned in the Company’s 1968 and 1969 financial years on the sale of 
equipment developed with Government assistance. 


From 1969 to 1971 parent company management charges on which no withhold- 
ing tax was reported to or assessed by the Department of National Revenue, reduced 
the loan balance to $3.2 million. In July 1971 an interest in a division of the parent 
company’s business was accepted in settlement of the loan. 


In August 1971 the Company agreed to pay the Crown weekly instalments of 
not less than $8,000 commencing October 1, 1971, to be shared between the Depart- 
ment of National Revenue and the Department of Industry, Trade and Commerce 
in proportion to the amount owing to each Department. To April 1972, when they 
were discontinued, payments made in accordance with the agreement reduced the 
income tax liability to $3.8 million and the development assistance liability to 
$493 ,000. 


In May 1972 the original controlling shareholders of the Company, who had 
continued as officers and who had in 1971 gained proxy control of the Company, 
proposed that the Government should facilitate their bid to regain ownership. While 
the Government did not accede to this proposal, it did enter into negotiations with 
these original shareholders and the parent which culminated in the Crown acquiring 
the parent’s 99.8% interest in the Company in July 1972. The consideration for the 
acquisition was first, approval by the Department of National Revenue to transfer 
back to the parent for $1 the business which the Company had acquired just one 
year earlier for an investment of $3.2 million and second, the release of the parent 
from any obligation to the Crown for debts of the Company. At the time of the 
acquisition the Company’s liabilities, including $4.3 million owing to the Crown, 
exceeded its assets by $3.2 million. 


The Government has, through the Company, entered into a contract with the 
two original owners to continue in the senior management positions on a salary basis 
plus 12 1/2% each of the aggregate net profits before taxes. 


The Company is not being required to make any payments on the debts due to 
the Crown totalling $4.3 million. The Departments have been instructed by the 
Treasury Board to apply the proceeds from the eventual sale of the Company shares 
against the amounts due to the Crown. 


We have been informed by the Deputy Minister of Industry, Trade and 
Commerce that the Company is to be sold at the earliest opportunity and that in 
view of this he did not feel it would be appropriate for the Department to 
recommend to the Governor in Council under section 66 of the Financial Adminis- 
tration Act the addition of the Company to one of the Crown corporation schedules 
to that Act. The financial statements of the Company for eS year ended July 31, 
1972, are not yet available. 
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102. Failure to record revenues accruing to the Crown. In 1962 the Department of 
Supply and Services entered into an agreement with a company to contribute 100% 
of the cost, to a maximum of $640,000, of the first phase of a three-phase program for 
the development of tactical radio relay equipment. Subsequent amendments to the 
contract in 1963 and 1965 provided for sharing the costs of phases two and three of 
the development and increased the Crown’s contribution to a maximum of $4,125.- 
000, at which level the company’s contribution to the work would have been 
$830 000. To successfully complete the development the company invested a further 
$2 million and subsequently it received substantial follow-on production orders. 


The agreement provided that the company “shall repay to Her Majesty all 
profits over 15% and one-half of profits up to and including 15% realized from 
future development or production contracts for tactical radio relay equipment 
received from foreign governments or contractors up to [$4,125,000] ..... a Ene 
agreement further provided that the company “furnish Her Majesty with statements 
certified by its external auditors showing the costs incurred and profits realized on 
such follow-on contracts.” As an alternative to repayment, the agreement provided 
that the company “may invest such profits in the development of military equip- 
ment as approved by Her Majesty to meet the needs of Canada and allied 
countries.” 


Although the company had achieved follow-on production sales estimated by 
the Department to be nearing $100 million by October 1971, it had not complied 
with repeated requests for the submission of cost and profit statements. No share of 
profits had been repaid to the Crown and no projects for the investment of profits 
had been approved by the Crown. 


In November 1971 an interdepartmental committee, considering a request by the 
company for assistance in the further development of its tactical radio relay 
equipment, deferred its decision pending receipt of a report on the status of 
repayments with respect to sales resulting from the original development. The 
company, realizing that its request for additional assistance was unlikely to be 
approved until the information was provided, submitted an unaudited profit and 
loss summary in January 1972 which showed profits to March 31, 1971, of $5.4 
million on sales of $67.5 million. In an accompanying letter the company stated that 
by March 31, 1971, it had invested some $4.2 million in the development of military 
electronic equipment, the alternative to repayment. 


The Department of Industry, Trade and Commerce, which is now responsible 
for development programs, apparently accepted the company’s statement that it 
had reinvested its profits in other programs, ignoring the requirement of the contract 
that reinvestment required prior approval to qualify. Within the week the inter- 
departmental committee was advised by the Department that on the basis of a 
review of the investment position of the company, the Department could enter into 
a new development project with the assurance that the reinvestment clause had been 


fulfilled. 
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Portions of a contractor’s profit which accrue to the Crown by reason of the 
terms of a development agreement are public funds which the Department is 
obligated to safeguard and account for in the same manner as the other public funds 
for which it is responsible. In our opinion this was not done in this case because 


1. No audit was made or audit certificate obtained to verify the profit figure of $5.4 million 
reported by the company. 


2. No audit was made of the amount of $4.2 million reported by the company as invested in the 
development of military electronic equipment. There was evidence that $1.8 million of this 
amount was not new investment but was a cost overrun on the original development contract. 


3. The indicated revenue of $2.7 million and its reinvestment were not recorded in the accounts 
of Canada. This should have been done by crediting revenue with the Crown’s share of the 
profits and charging the appropriation with the same amount, as a contribution to other 
development programs. 


103. Failure to pursue recovery of Crown’s contribution to shared-cost program. In 
March 1961 the Department of Supply and Services entered into an agreement to 
provide assistance to a defence contractor in the development of advanced airborne 
- navigation devices. 


The agreement, the administration of which is divided between the Department 
of Supply and Services and the Department of Industry, Trade and Commerce, 
provided for: 


(a) the Crown to pay a maximum of $5 million being 50% of the approved project costs in the 
ten-year period ended March 31, 1971; 


(b) the first $2.6 million of profits earned on sales of the product developed, to be shared equally 
between the Crown and the contractor; 


(c) the contractor to supply the Crown with statements showing costs incurred and profits realized 
from follow-on contracts; 


(d) the contractor to invest the Crown’s share of the profits in future development contracts 
approved by the Crown. If future development projects are not approved the Crown’s share of 
the profits is to be paid to the Crown. 


By March 1971, the end of the ten-year period, the Crown had paid out $4.8 
million and the contractor’s final report stated that he had achieved direct sales of 
$34.9 million and indirect sales of $24.5 million with future potential sales of $56 
million. Our review of the Department’s records revealed that it had not received 
any statement of costs and profits from the contractor and had not approved any 
projects for reinvestment. 


In our opinion the Crown’s interests in this contract have not been protected. 


104. Failure to collect a debt. The Trade-Industrial Program of the Department 
of Industry, Trade and Commerce provides for contributions from Vote 10 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 81 


To develop and sustain the technological capability of Canadian defence industry for the 
purpose of defence export sales or civil export sales arising from that capability by supporting 
selected development programs.... and by supporting the establishment of production capacity 
and qualified sources for production of component parts and materials. 


In 1961 the Department of Supply and Services entered into an agreement to 
pay a company $288,000 to assist in the development of an improved sonobuoy. The 
agreement provided that the company would pay to the Crown a portion of the 
profits realized from the sale of the sonobuoy, and a statement which it provided 
shows that it owed the Crown $99,000 in respect of profits to 1968. 


No attempt had been made to collect this amount and in July 1969 the 
Department of Industry, Trade and Commerce received Treasury Board authority 
to contribute 50% of the pre-production costs, up to a maximum of $100,000, to be 
incurred by the company in establishing itself as a qualified source for the produc- 
tion of two additional types of sonobuoy, the contribution being contingent on the 
receipt of an export sales order estimated at $1.6 million. 


The company was successful in establishing itself as a qualified source and in 
December 1969 quoted on an export sales order. The foreign government awarded a 
$1.9 million contract to the company and the Canadian Commercial Corporation; . 
however, because of the company’s financial instability and uncertain future, the 
Canadian Commercial Corporation refused to accept the contract without either a 
performance bond or a performance guarantee from the company’s foreign parent. 
Neither of these was forthcoming but in March 1970 the company’s business assets 
were sold to a new company (see paragraph 197 of this Report) that subsequently 
was awarded the contract and was paid the $100,000 in April 1971. 


The Department has never attempted to collect the outstanding debt of $99,000 
and there is no evidence that it intends to do so. 


105. Questionable administration of contract. In February 1969 the Department 
of Supply and Services, on behalf of the Department of Industry, Trade and 
Commerce, entered into an agreement to assist a contractor to develop and build 
four prototype direction finders, the work to be completed by September 30, 1970. 
The agreement provided for a maximum Crown contribution of $478,000 to the cost 
of the work with the contractor contributing $84,000 plus 100% of any cost in excess 
of $562,000. The contractor agreed to keep proper accounts and records of his costs 
and to produce them for audit by the Minister. Although the contractor had claimed 
(and was paid) the full amount of the Crown contribution by August 1970, he did 
not demonstrate any prototype until July 1971. 


In October 1971 the Treasury Board approved entry into a further agreement to 
provide assistance to the extent of 50% of the cost since August 1970 of ‘‘the 
development of diversified versions” of the direction finders, to a maximum Crown 
contribution of $394,000. The submission to the Treasury Board indicated that the 
specifications of the earlier contract had been met with the exception of one 
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deficiency, identified when the first prototype was demonstrated in July 1971, which 
was to be corrected at the contractor’s expense. 


Our review has indicated the following questionable practices in the administra- 
tion of this project: 


1. Despite knowledge since 1966 that the contractor’s procedures have been inadequate to permit 
the Audit Services Bureau to properly audit his records, all progress claims submitted by the 
contractor were paid, following certification by the Bureau subject to “verification and 
necessary adjustment prior to final settlement’’. The Bureau’s subsequent verification resulted 
in a report, first in February 1971 and again in April 1972, as follows: 


We are unable to give our opinion as to the audited costs of this contract for the following 
reasons: 


(1) Lack of control over some phases of engineering and direct labour. 
(2) Some commercial costs have been included in the prototype costs. 


2. The October 1971 submission to the Treasury Board was incomplete and misleading. The 
statement that the specifications of the earlier contract had been met with the exception of one 
deficiency which would be corrected at the contractor’s expense, implied that the contractor 
would meet his obligations under that contract. In fact, he had completed only one of the four 
prototypes required and he was unable to meet a cost overrun, which he estimated at $190,000 
to May 1971. In addition he had advised the Department earlier that if it provided funds for 
the development of diversified versions of the direction finders, the further development 
would overcome the one deficiency noted when the prototype was tested; so the Department 
knew that the deficiency would not be corrected at his expense. 


The terms of the new agreement, which were approved by the Treasury Board, 
effectively relieved the contractor of obligations he had accepted under the 1969 
agreement to the extent of one-half of his cost overrun and the additional cost, of 
completing the three other prototypes. 


106. Failure to collect moneys due to the Crown. In April 1964 the Department of 
Supply and Services on behalf of the Department of Industry, Trade and Commerce 
entered into an agreement to assist a Canadian defence contractor in the design, 
development and fabrication of prototype models of small lightweight transceivers. 
The total estimated development cost was $2,730,000 of which $230,000 was to be 
borne by the contractor, $1,000,000 by the United States Air Force and $1,500,000 by 
the Department of Industry, Trade and Commerce. The Crown made its full 
contribution, and the development of the transceivers was completed in 1967. 


In January 1969 another agreement was entered into to provide assistance by 
sharing equally the cost to the contractor of the pre-production engineering, tooling 
and special test equipment required to manufacture the transceivers developed 
under the previous agreement and an amount of $120,000 was paid to the contractor. 
Both agreements contained a provision permitting the Minister of Industry, who at 
that time was carrying out the functions of the present Ministers of Industry, Trade 
and Commerce and Supply and Services, to direct the contractor under certain 
conditions to recover on a pro rata basis from follow-on production contracts all or 
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part of the contributions made by the contractor and the Crown under the 
agreements. 


The contractor was successful in selling the transceivers and although the 
Minister had not directed the recovery of any part of the contributions, three 
contracts placed through the Canadian Commercial Corporation during the period 
March 1969 to March 1971 for the sale of 936 sets to a foreign government contained 
the following provision: “It is agreed that the unit price shown .... herein includes 
the sum of $150.00 U.S. per radio towards recovery of development and special 
tooling and test equipment costs as allowed under .. . [the development agreement] 
and ...[the source-establishment agreement]. Deliveries were completed in August 
1971. 


In September 1971 the Department of Supply and Services wrote to the Depart- 
ment of Industry, Trade and Commerce suggesting, ‘‘In view of the recoveries 
already made by the contractor, it may be prudent to make some interim collection 
pending final audit’. In reply the Department of Industry, Trade and Commerce 
stated: 


It is the opinion of the Branch that ... [the company] has not been in the position of a “sole 
source” for equipment of this general class and consequently, no directives have been issued by 
the Branch for the company to collect monies under the “sole source’’ provision. 


It is our understanding that, should such a directive be issued, the Financial Services Branch, 
DOITC, would be responsible for arranging the repayment of monies collected by the 
company. : 


A departmental audit of the contractor’s costs relating to the assistance con- 
tracts was completed in September 1972. From the costs reported we calculate the 
Crown’s share of the amounts recovered by the contractor to be $93,500. Neither 
Department has taken any action to collect this amount from the contractor. 


107. Shared costs under a development contract not verified. In the years 1966 to 
1968 the Department of Industry, Trade and Commerce paid a company $62,500, 
50% of the costs incurred in a development program. After receiving repeated 
requests that a cost submission be prepared, the company indicated to the Audit 
Services Bureau of the Department of Supply and Services in May 1971 that the 
basic documents were unavailable. The company has now ceased operations and it is 
uncertain how this matter will be resolved. 


It is a usual provision of cost-reimbursable and shared-cost contracts that claims 
for progress payments submitted by the contractor must be accompanied by such 
vouchers, invoices, payrolls and other documents as the Audit Services Bureau may 
require. To indicate that its requirements have been met, the Bureau certifies each 
claim as follows: 


Certified that in my opinion this statement is in accordance with the contract, but is subject to 
verification and necessary adjustment prior to final settlement. 
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This certification does not state that adequate records exist to support each claim. 


A somewhat similar case was referred to in our 1968 Report and subsequent 
Reports (paragraph 184 in 1971) and after hearing evidence on April 21, 1970, the 
Public Accounts Committee, in its First Report 1970-71 presented to the House on 
November 26, 1970, stated: 


As this case is not complete, your Committee reserves its final opinion on this matter pending 
further inquiry, but expresses the view that the Department or any department should not pay 
any moneys to any firm or individual unless there are available adequate supporting records 
of the transaction. 


108. Taxation of recaptured capital cost allowance with respect to vessels sold. In — 
paragraph 89 of our 1971 Report we referred to the provisions of the Income Tax | 
Act, R.S. 1952, c.148, (section 13 of 1970-71-72, c.63) whereby a company which 
ordinarily becomes liable for income tax on the excess of the amount realized on the 
sale of a vessel over its book value (for taxation purposes) may, in lieu of payment of 
the tax, deposit an equivalent amount with the Department of Industry, Trade and — 
Commerce. All or any part of the deposit may be paid out to or on behalf of any © 
person who, under conditions satisfactory to the Minister of Industry, Trade and 
Commerce, acquires a replacement vessel or incurs conversion costs before 1974. 


We drew attention to a deposit of $2.5 million made by a shipping company in 
respect of the income tax that would normally have been payable on the proceeds of 
the sale of a large ocean-going vessel. More than $2 million was subsequently 
released to other owners of vessels in consideration of the construction and conver- 
sion of ships, fishing boats, boom boats, barges, tugs and work boats. Included was 
$1.6 million paid to Northern Transportation Company Limited, a Crown corpora- 
tion, of which $1.1 million was returned to the shipping company that had made the 
deposit. 


As the intent of the legislation seems to have been to encourage ship construc- 
tion or conversion in Canada by means of income tax concessions, we questioned 
whether the transactions to which we drew attention had this effect. We also noted 
that Parliament is not provided with a report on the operations under the legislation 
and on its effectiveness. 


During the year a total of $8,639,000, which ordinarily would have been payable 
as Income tax, was deposited with the Department and $4,402,000 was paid out, 
either to the original depositors or to other persons who had acquired a right to a 
deposit. The balance held by the Department at March 31, 1972, was $9,007,000 
which includes deposits of over $1 million in excess of requirements. 


In 1972 Northern Transportation Company Limited entered into another agree- 
ment whereby it undertook to purchase for $75,000 the deposits totalling $108,000 
which a company had maale with respect to the disposal of three vessels. The 
proceeds of the transaction that accrue to Northern Transportation Company 
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Limited, $28,000 after payment of agent and legal fees totalling $5,000, are to be 
used to meet part of the $330,000 cost of converting a vessel owned by it. As the 
vessel that was converted is frozen in at Inuvik, N.W.T., the registration required for 
release of the deposits has not yet been completed. We reiterate the question raised 
last year as to how such a transaction, whereby funds are released to a Crown 
corporation, has the effect of stimulating ship construction or conversion in Canada. 


The effect of these transactions is to forgo income tax that normally would be 
payable on the excess of the amount realized on the sale of vessels over the book 
value, although as little as one-third of the funds may accrue to the benefit of the 
owners of the vessels constructed or converted. 


We understand that the Minister of Industry, Trade and Commerce plans to 
make a report to the House on the operations under the legislation and on its 
effectiveness. 


109. Payment to Standards Council of Canada. Section 17 of the Standards 
Council of Canada Act, R.S. (1st Supp.), c.41, reads: 


All amounts required for payment of salaries and other expenses under this Act, including 
expenses of administration, shall be paid out of money appropriated by Parliament for the 
purpose. 


A number of corporations have a similar provision in their Acts and in fact, 
identical wording appears in chapters E-1, M-9 and S-5 of the Revised Statutes of 
Canada which are the governing Acts for the Economic Council of Canada, the 
Medical Research Council and the Science Council of Canada. Invariably the 
expenses of these corporations are paid directly from the Consolidated Revenue 
Fund as a charge to a departmental appropriation. Obviously the meaning of 
section 17 of the Standards Council of Canada Act should be the same as the 
meaning of the identical sections in these other Acts, which is that appropriations 
provided are charged only with the actual expenses paid during the year. 


Appropriation Act No. 3, 1971, 1970-71-72, c.46, includes the following Vote for 
the Department of Industry, Trade and Commerce: 


40. Payment to the Standards Council of Canada within the meaning of Section 17 of the 
Standards Council of Canada Act to be used for the general purposes of Section 5 of the Act, 
$481,500. 


Although it includes reference to section 17 of the Act, the vote text is obviously 
not drafted in harmony with the meaning of the words of section 17 as they are 
applied to other corporations. In view of the resulting conflict, it is doubtful that 
payment of the full amount of the appropriation, $481,500, to the Council was in 
order. 


In last year’s Report (paragraph 88) we drew attention to the improper transfer 
of funds to a suspense account of the Department to be held for the benefit of the 
Council. As a result $134,000 which should have lapsed at March 31, 1971, remained 
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in the account. This amount has since been transferred to the Council which at 
March 31, 1972, had a surplus of $342,000. (See paragraph 410 of this Report.) 


As has been pointed out in previous years and again in paragraph 52 of this 
Report, parliamentary control is seriously weakened when estimates of expenditure 
are excessive and funds not required for services coming in course of payment during 
the year are credited to special accounts (or retained by government agencies) to be 
available for spending in future years. 


110. Ex gratia payment to former public servant. In June 1968 the Department of 
Trade and Commerce, through the Public Service Commission, engaged the services 
of an individual, resident in England, at the Senior Officer level. In July 1968 the 
Department was integrated with the Department of Industry and the position for 
which he had been recruited became redundant. Attempts to find other suitable 
employment for him in the Public Service were made by the Public Service 
Commission, the Department and the individual himself, but without success. On 
April 30, 1969, he was advised by letter that his services would be terminated May 
31, 1969. 


The individual filed with the Fair Employment Practices Branch of the Depart- 
ment of Labour a complaint against Her Majesty with respect to his termination, 
alleging ethnic discrimination. 


The law officers of the Crown expressed concern with regard to the procedure 
followed in rejecting the employee on probation and stated that it should not be 
assumed that action against the Crown would fail. 


An inquiry into the individual’s complaint resulted in an agreement, tabled in 
the House on June 17, 1971, whereby the individual withdrew his complaint and the 
Crown made an ex gratia payment of $22,000 covering six months salary, moving 
expenses to England and costs incurred by the individual in prosecuting his 
complaint. 


111. Lack of co-ordination, planning, quality control and effective marketing in 
government publishing. In our 1965 Report (page 186) we commented on the operation 
of the government bookstores as follows: 


The inventories of publications held at the government bookstores at March 31, 1965 were 
estimated at $264,000 on a retail value basis. Departmental attempts to reconcile the value of 
the publications in each store with the memorandum control account maintained at headquar- 
ters reveal that present controls are inadequate and would neither prevent nor detect account- 
ing errors and theft of books. A review of departmental inventory audits has disclosed 
substantial overages and shortages of physical stocks each year. No remedial action has been 
taken in most instances, except to adjust the headquarters memorandum control account in 
order to reflect the physical counts made at the bookstores during the audit. There is no dollar 
value inventory control account for publications maintained at the bookstores. 
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To correct this situation the bookstores must be brought under proper control and the 
managers held responsible for discrepancies. Our views regarding this unsatisfactory situation 
have been made known to the Department [of Public Printing and Stationery]. 


There has been no improvement in the intervening years, during which the 
operation has been transferred to the Department of Supply and Services with 
responsibility divided between Information Canada and the Supply segment of the 
Department. The inventories of publications held at the bookstores have increased 
to an estimated $690,000 on a retail value basis at March 31, 1972. Additional stocks 
with an estimated retail value of $6,600,000 at March 31, 1972, are held in a 
warehousing distribution centre. 


In those intervening years we have repeatedly drawn attention to this situation 
and to the need for effective planning in the printing of government publications. 
Our Reports have also referred to: 


1. the inadequacy of financial controls for the protection of the Crown against loss; 


2. the need to have procedures available for the timely introduction of promotional campaigns 
and price adjustments designed to recover the maximum amount from sales and keep storage 
costs to a minimum; 


3. instances of losses on individual publications; 
4. instances of excessive stocks of individual publications on hand; 


5. the disposal, mainly as scrap paper, of three million copies of publications with a retail value 
of about $2.5 million; and 


6. the fact that there had been 15 studies on the printing and publishing activities of the 
Government since the Royal Commission on Government Organization presented its report on 
this subject in 1962. 


Because there is no quantitative control over stock items, it is not possible to 
establish whether sales processed at the various sales outlets are properly accounted 
for. 


During the final two weeks of April 1971 orders amounting to $5,500 were 
shipped without being invoiced. Apparently the order forms were returned with the 
shipments. Included were orders of $4,100 shipped on a credit basis which, because of 
the failure to prepare invoices, could not be charged to the customers concerned. 


The records indicate that the accounts receivable totalled $243,000 at March 31, 
1972. Some of these accounts are held in an “unpaid file’’ while others are recorded 
in a computer. The system is completely inadequate; an age analysis cannot be 
prepared, and the credit position of individual accounts cannot be readily deter- 
mined. Furthermore, there are no procedures for the collection of accounts that fall 
into arrears. Only on two occasions were attempts made to collect overdue accounts 
and these were in the last quarter of the year. 


During the year an additional study was carried out relating to the develop- 
ment of an integrated inventory and management information system. This study 
revealed many problems: the processing of orders was too slow and expensive; 
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individual operations were repetitive and did not provide adequate records for 
management information; poor control of stock levels made publishing decisions 
difficult; and a basically manual system relying too heavily on skilled staff made it 
difficult or impossible to expand the inventory system to cope with the Depart- 
ment’s growing needs. 


In February 1972, an attempt was made to correct the shortcomings and 33 
temporary employees were hired under the Government’s winter works program to 
assist in the implementation of the study recommendations. Five weeks later the 
project was cancelled when the Department realized that it was attempting to 
provide unnecessary information at exorbitant cost without producing the required 
inventory control, including current balances, re-order points and quantities on 


hand. 


A manual inventory control system was partially implemented for the ware- 
housing distribution centre during the year. Of some 60,000 stock items of Canadian 
publications, approximately 15,000 were physically counted and recorded. There was 
no record of, or control over, the remaining 45,000 items and some 15,000 items of 
international publications at March 31, 1972. 


It is difficult to understand why, after 16 studies over a period of 10 years, so 
little progress has been made. However, it seems obvious that the problems are not 
going to be solved without practical outside assistance. We would suggest that a top 
management team, perhaps from the publishing industry, be drafted to introduce 
and operate adequate systems of cost and inventory control and accounting to 
ensure that both the capital employed and the revenue produced are protected. 


112. Examination of Canada Manpower Centres and Regional Offices. In previous 
Reports (paragraph 91 in 1971) we have commented on weaknesses in internal 
control disclosed in our examinations of Canada Manpower Centres and Regional 
Offices. These matters had been brought to the attention of the Department of 
Manpower and Immigration and amended procedures had been issued correcting 
many of the weaknesses and the remainder were being studied. 


Of the 447 Canada Manpower Centres, 15 which administer approximately 28% 
of the Department’s program expenditure were examined by us during the year. As 
in prior years we reported to the Department that there were weaknesses in the 
determination of eligibility for, and the payment of, occupational training allow- 
ances, manpower mobility grants and adjustment assistance to immigrants. 


113. Inadequate liaison between the Department of Manpower and Immigration and 
the Unemployment Insurance Commission. In previous years (paragraph 92 of our 1971 
Report) reference was made to the inadequacy of the liaison between field offices of 
the Unemployment Insurance Commission and the manpower centres of the Depart- 
ment of Manpower and Immigration. We commented that the weaknesses in these 
procedures, which were disclosed by our review of these offices, had resulted in a 
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substantial drain on the resources of the Unemployment Insurance Fund. In our 
_ 1971 Report we stated that new liaison procedures designed to improve the adminis- 
tration of unemployment insurance were introduced in October 1970 but that 
| subsequent examinations disclosed that weaknesses still existed. 


| Examinations during the year indicated that liaison between the offices of the 
Commission and the Canada Manpower Centres had improved. Furthermore, the 
_ powers, duties and functions of the Minister of Labour under the Unemployment 
| Insurance Act, 1971, 1970-71-72, c.48, were transferred to the Minister of Manpower 
and Immigration effective January 28, 1972. 


114. Contributions in respect of expenditure by the provinces on training facilities. 
In order to accelerate the phase-out of the federal program of contributions to 
capital expenditure by the provinces (and the territories) on vocational training 
facilities, agreements were entered into with the provinces whereby contributions 
would be made in 1970-71 and 1971-72 in respect of expenditure by the provinces in 
the years 1970-71 to 1974-75 inclusive. A condition of the agreements is that the 
provinces report by April 30 of each of the years 1972, 1973, 1974 and 1975, listing the 
training facilities for which funds were spent during the immediately preceding year 
and giving the amounts of the expenditure on each project. 


In paragraph 94 of our 1971 Report we detailed the amount paid to each of nine 
provinces and one territory, totalling $108 million, and stated that, as contributions 
were being made prior to construction of the facilities, the payments were for the 
most part interest-free loans to the provinces. We also mentioned the possibility that 
the provinces might not construct all of the facilities for which Canada has made a 
contribution because the examination of claims by the Audit Services Bureau of the 
Department of Supply and Services was discontinued when the accelerated phase- 
out was initiated, and adjustments arising from previous examinations that had not 
already been offset against claims were ignored. 


During the year the balance of the entitlement of the provinces and territories 
was paid, as follows: 


ICM ye aba Tan ae a eee ols Mean at rah ned ror ket ind 8 bi Prakahitc aeoved Maske Rouncie od Raylene eats $ 28,502,000 
LATE OID tie oo Berto cen Pe ha ee Nes eat ba biaad ade: soiel Bua ote ai Re Sone carb cee ip toe Gas bE us ool a 12,732,000 
STILTS ICO LUNIA Salen cher Re ee te Sek arc van Dt es eM to a ees Salt 12,601,000 
DAA RE ORGAN ce attest ee eile oo Rameere ements RM ca), A le Ak coh te Dads ay ed Ritter tt Maa Bee fs 7,701,000 
DEOL SSG UP OCT 6 10) free AMR ge aie antl Ue tet Piel Aes ne ae ll ais gtd wee Aang Ronen a rian tre Siang & 4,897,000 
CO TEIG SPC WI i as a SARI A ata a eh ack NC gh adie Rl Gale ae el lia ita nk UB ie Air SABARA ONIN Tandon 2 4,148,000 
NeW IGUNOIGNG Arne y wt Ga ae, Ga, Sea ae Wale Mua is eater Si bke rare MET suite Semin 4,130,000 
Princeildwardils aiid i4 oie et Fee hr eae eg eee ot, aa i deste ed hale Ce a aie 878,000 
INGE Dwec ta err LOCLGSs 928, ae cnccay teas AN setieceeu shee caus ee hake aaa tec ake ea eR Othe ae 489,000 

$ 76,078,000 


The comments made last year with respect to interest-free loans and lack of an 
audit of claims still apply. Furthermore, notwithstanding the requirement under the 
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agreements that reports of expenditure by the provinces on training facilities in the 
previous year be submitted by April 30, 1972, proper reports have not been received 
from the Provinces of Newfoundland, Prince Edward Island, Quebec, Manitoba or 
Saskatchewan, or from the Northwest Territories. 


115. Local Initiatives Program. Manpower and Immigration Vote 10 provided 
$125 million for payments to municipal and other public bodies and community 
organizations and private groups with respect to projects undertaken by them for the 
purposes of providing employment to unemployed workers and contributing to the 
betterment of the community. This Program, known as the Local Initiatives Pro- 
gram, was announced in the House of Commons on October 27, 1971. 


At March 31, 1972, 5,672 projects had been approved, on which $83,716,000 was 
disbursed during the year. 


The principal objective of the Program was the creation of additional jobs 
between November 1971 and May 1972 (later extended to November 30, 1972), and 
persons hired by project sponsors were to be drawn first from the unemployed 
through Canada Manpower Centres. The objective was to be achieved through 
innovative and imaginative projects to provide new facilities and services for the 
benefit of the community as a whole. Participation of municipalities, community 
groups and unemployed individuals in the development and management of the 
projects was invited. 


Guidelines for the Program included the following: 


—projects were to be capable of being put into effect quickly so that the main employment impact 
occurred within six months after November 1, 1971; 


—projects should provide at least 30 man-months of work in employment which would not 
normally be available during the winter (this was later reduced to 15 man-months); 


—projects should contribute to community betterment and be of a basically non-profit nature; 


—projects should create additional employment without having an inflationary effect or imposing 
unacceptable additional costs on others; 


—project sponsors were normally expected to hire unemployed workers through Canada Manpower 
Centres; 


—periodic reports were to be submitted throughout the duration of the project to permit 
evaluation; 


—all government regulations were to be complied with and projects were subject to audit; and 


—in the case of municipalities, the concurrence of the appropriate provincial or territorial 
government was required. 


The amount of financial support was related directly to labour and other costs 
of the project. For labour the contribution was based on the level of prevailing wages 
and the skills required in each project but was not to exceed an average of $100 per 
man-week. For other costs an additional amount up to 17% of. the amount provided 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS pe 


for labour costs could be provided. The maximum amount of federal financial 
support for a project was not to exceed $500,000. 


Our test examination of project records and Audit Services Bureau reports on 
completed projects disclosed the following: 


1. Extensions to the Program from May 31 to June 16, to September 30 and then to November 30, 
1972, substantially altered it from a winter job-creating program to one of continuing employ- 
ment aid. 


2. Contributions were made to projects in circumstances where improvements to privately-owned 
property were being financed in whole or in part from funds provided under the Program. The 
following are examples: 


(a) Approval was given to a contribution of $146,000 towards the estimated cost of $315,000 for 
the establishment of an equestrian centre at Laval, Que. The proposed site was owned by 
the municipality and the development included the erection of a stable. The project was 
later moved to Verchéres, Que., because of alleged difficulties in securing the original site, 
although the application stated that the sponsors had a 62-year lease from the Municipal- 
ity of Laval. The new site, leased from a corporation at an annual rental of $24,000, was 
originally an equestrian centre but the existing facilities were in a state of disrepair. There 
are two other riding academies in the area. Although Program officials recognized that the 
change of location, which had taken place without their approval, had fundamentally 
changed the project, they allowed it to continue because 90 workers had been hired and 
considerable money already spent. 


(b) Contributions totalling $825,000 were approved for two projects to develop outdoor 
recreational facilities at St. Damase and Estcourt, Que. In each case the project was 
sponsored by a non-profit corporation. There are no provisions in the agreements with the 
sponsors with respect to disposal of assets in the event that the corporations surrender their 
charters. As one corporation has only six members and the other ten, substantial gains 
could accrue to the individual members. 


3. A number of projects, particularly those of municipalities, were accepted because the work was 
to be done in the winter rather than in the summer and manpower was to be used rather than 
equipment, in order to help alleviate high winter unemployment. In some cases the projects 
were delayed and then carried out with the use of equipment. For example, a project of the 
City of Portage la Prairie, Man., was not started until April, nearly four months after the 
proposed starting date. 


4. A contribution of $74,900 was made towards the cost of $1,222,000 for construction of additional 
seating for a stadium in Winnipeg, Man. This project would probably have been carried out 
without assistance from the Program. An audit of the records of the project was impractical in 
terms of isolating man-weeks worked or wages paid, because of the difficulty of isolating 
labour expended on the Program portion of the construction. In this and other community 
sponsored projects the personnel were not recruited through Canada Manpower Centres. 


5. Some project workers were self-employed, such as farmers and fishermen, while others were 
full-time students. Several instances were noted where individuals received wages from projects 
while employed elsewhere on a full-time basis. Several community projects received donations 
in the form of return of wages from the project employees. In the earlier stages of one project, 
wage receipts were pooled by common consent to the extent of about $3,000. These funds were 
used for the purchase of technical recording equipment and studio furnishings necessary to 
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carry out the project. The payment of wages under these circumstances contributes little to the 
benefit of the unemployed. 


6. Many project sponsors were inexperienced at managing a businesslike venture requiring 
accounting records and compliance with employment regulations. For example, one project 


was assessed $113 in interest and penalties by the Department of National Revenue because of | 


late remittance of employee payroll deductions. Numerous instances were noted where attend- 


ance records were inadequate and supporting documentation for expenditures was not 


available. 


7. Some projects did not provide the minimum requirement of 15 man-months cf work. 


8. On several projects, fraudulent and irregular practices required investigation by the R.C.M.P. | 


Several individuals have been convicted on charges of fraud and other cases are pending. 


116. Defalcation by a departmental employee. During 1969-70 a major require- | 
ment for French language tests was recognized by the Manpower Division of the | 
Department of Manpower and Immigration, in order that French speaking clients | 


could be offered the same level of service as English speaking clients. As the 
Department had insufficient bilingual capability for the purpose and was unable to 
recruit suitable staff, three contracts for aptitude testing were entered into with a 
psychologist and his associates at the University of Montreal late in 1970. In the 
following 18 months 60 testing contracts amounting to $93,400 were drawn up by the 
Head of the Client Testing Section and approved by departmental officers. All 
contracts took the form of simple letters of agreement outlining the services to be 
performed and the fees to be paid. Late in 1971 departmental staff, in a routine 
examination of contracts, questioned the number of these contracts and whether 
departmental authority which is limited to $5,000 was being exceeded. However, it 
was contended that each of the contracts, which ranged in amount from $200 to 
$4,500, constituted a separate independent undertaking. 


In February 1972 we also questioned the authority for the contracts and drew 
attention to the lack of internal control resulting from the fact that cheques in 
payment of the contracts were being sent to the Head of the Client Testing Section 
who originated the contracts and received and approved the material called for in 
the contracts. Shortly thereafter, when the Department discovered that the depart- 
mental employee had also requested that the Income Tax Form T4A showing the 
amount paid to the psychologist for 1971 be sent to the Section, an investigation was 
undertaken which disclosed that in the case of 52 contracts, the acceptance of the 
contract and the endorsement of the cheques had been forged and that the employee 
had fraudulently obtained $77,950. The employee was prosecuted and sentenced to 
four years in penitentiary and ordered to repay the amount of the defalcation. 


117. Cost of the National Arts Centre, Ottawa. In previous Reports (paragraph 95 
in 1971) we have referred to the substantial increase from $18,223,000 to $46,426,000 
in the estimated cost of construction of the National Arts Centre, and the exclusion 
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of the Centre itself from the recorded assets of the National Arts Centre 


_ Corporation. 


During the year a further $175,000 was charged to costs and a final certificate of 
completion was issued by the Department of Public Works. Total costs of the 
Centre, exclusive of land, to March 31, 1972, amount to $46,348,000. A balance of 
$71,000 in Secretary of State Vote 2b of 1968-69 remains available to meet miscel- 
laneous additional costs. 


During the year the Department of Public Works purchased from the National 
Capital Commission a small additional piece of land for the Centre, at a cost of 
$247 000. 


The Centre itself is still not included among the assets of the Corporation. It is 
rented from the Crown under a twenty-year lease, the Corporation being responsible 
for maintenance and operation of the building. The Corporation is not required to 
pay rent nor to provide for interest and depreciation charges. Consequently, the 
accounts and financial statements of the Corporation do not reflect the complete 
cost of operating the National Arts Centre. (See paragraph 405 of this Report.) 


118. Unrealistic meal charges to Canadian Forces personnel. In previous Reports 
(paragraph 101 in 1971) we have pointed out that the revised pay structure estab- 
lished for the Canadian Forces in October 1966 was formulated on the concept that 
remuneration should be based on skill and responsibility, as is the case in industry, 
and that the subsidies inherent in the older pay structure should be removed. In 
keeping with this concept, the Department of National Defence introduced monthly 
charges for daily rations, which subsequently were increased in June 1968 to $56 for 
an officer and $46 for a man, except that while a man is serving on a ship or in the 
field or at other locations designated by the Chief of Defence Staff, the rate is $36. 
We further noted that the Department calculates the average purchase cost of 
unprepared rations but does not compile the costs of transportation, warehousing, 
preparation and serving of meals, and other related expenses although these could 
represent a large part of the overall cost. We cited the results of our examinations at 
various messes which revealed in every instance that the cost of food and the salaries 
of the kitchen and dining room staffs alone exceeded the total amount charged the 
servicemen. We expressed the view that as prerequisites to. the establishment of 
reasonable charges, it was essential that the costs of providing the service be 
determined and a policy established to ensure that the cost is recovered to the 
maximum extent possible. Until this is done, there is a continuing subsidy which is 
contrary to the principles underlying the pay structure. We also noted that the 
Department was attempting to formulate a firm policy on the retention or closure of 
uneconomical small messes. There was within the Department considerable opposi- 
tion to the curtailment of messing facilities and the removal of any subsidies 
inherent in the current charges for rations. 
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For the year ended March 31, 1972, the Department recovered about $8.3 million 
from meal sales and charges for rations provided to members on ration strength. The 
unrecovered cost amounted to $8.8 million, an increase of almost $1 million from the 


previous year. The portion of this excess applicable to meals which a commanding | 


officer is authorized to provide free of charge to kitchen and dining room staff, 
certain members of the Reserve Force, recruits and in certain circumstances to 
various servicemen and civilians, cannot be readily determined as units are not 
required to report on free meals issued. The following comparison of unrecovered 
cost for the past five years indicates a continuing upward trend: 


Unrecovered cost 


Cost of 
Year food Recoveries Amount % 
TOG 7220S ee Ore OT Ree re Ce $ 16,866,000 $ 12,856,000 $4,010,000 238 
1068-69 Baer? oh. ales Cee ee ein a ees 16,100,000 10,447,000 5,653,000 35.1 
FOGG27 0:5, 5d io ere ea eee A Ae yaaa ee teat Pees 16,809,000 10,851,000 5,958,000 35.4 
OTe Pie ae ho Maener ce aes Sele een NEES eae A ate ie 16,905,000 9,083,000 7,822,000 46.3 
LOIS So ioe Ore ee ee CT Oe ee 17,060,000 8,275,000 8,785,000 51.5 


Effective January 1, 1972, with the approval of the Treasury Board, the 
monthly charges for rations were reduced to $50 for an officer and $41 for a man, 
except that while a man is serving on a ship or in the field or at other locations 
designated by the Chief of the Defence Staff the rate is $33. The new rates 
incorporate a standard abatement for absences from the mess for periods of 48 hours 
or more, in place of abatements when actually absent for periods of seven days or 
more, the change from actual to standard abatement being introduced to reduce 
administration. 


In November 1971 the Department defined its policy on small messes as follows: 


unless there is a clear overriding justification individual small food services operations will not — 
be retained nor established in the future where it can be determined that the provision of food | 


services at public expense is uneconomic. 


A departmental cost analysis of messes having an average ration strength of less 
than 17 had identified 33 as being uneconomical to operate. The Chief of Defence 
Staff directed that 25 of these messes be retained for various reasons and eight others 
be closed. By September 1972, six of these messes had been closed. 


As stated in paragraph 185 dealing with eating facilities for Crown employees in | 


public buildings, we drew the attention of the Secretary of the Treasury Board to 
this problem in October 1972 because effective management action was long overdue. 
In stating that recommendations would be presented by the Treasury Board 
Secretariat to the Treasury Board early in 1973, the Secretary of the Treasury Board 
added that the review of meal charges at that time would cover Crown employees 
generally, including Canadian Forces personnel. 
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119. Subsidization of non-public fund activities. In previous Reports (paragraph 
104 in 1971) we have referred to the subsidization by the Department of National 


Defence of non-public fund activities amounting to $10.7 million annually, to the 


Department’s proposal to determine the cost of the subsidization at each Canadian 
Forces base and to a departmental policy calling for a reduction of approximately 
$5 million or 47% in its annual cost. Implementation of this proposal was planned 
over a three-year period, so that it would be fully effective in April 1973. 


The Department undertook to report annually to the Treasury Board the extent 
to which non-public fund activities have been subsidized and to submit to the Board 
the results of a study to be completed on the extent to which recreational facilities 
should be provided from public funds. We noted last year that neither the annual 
report nor the study on recreational facilities had been completed. 


In January 1972 the Department advised the Treasury Board that the subsidiza- 
tion of resale activities and messes had been substantially reduced over the past 
yeaf, the estimated cost figures for the past two years being: 


1971-72 1970-71 
ECE SOIC IRM tase Sie ere kL oe ee SEN A Ae ee hoe Deeded dea Mune Fs $ 6,324,000 $ 9,274,000 
PC OGIO CONN nok ce ee ER eR Reis 5 hate et CET, UE EA Sha Ree 1,048 ,000 1,110,000 
RRA MS pO MONG sonra .e au ke ements iene fe omictysda es % Le aa AREY 167,000 unknown 


RS oanraa a LOAUROTIGE Race ict Scat ee tact a emtaoe ns ane ope ae Lk oh a SENOS 18,000 16,000 


7,557,000 10,400,000 
De Se mV COMELICR ya ahah patvecs: Pdi ph Yoder ster one cre este ules Sis 0, eseyslnalGs or er ose Sheds Kino sages 283,000 168,000 


$ 7,274,000 $ 10,232,000 


The extent of subsidization cannot be determined from the Department’s 
accounting records so we are not in a position to verify the information provided to 
the Treasury Board. However, a number of departmental reports on non-public fund 
activities indicate that the personnel costs reported for the two years have been 
understated. Relevant costs for both years were based on an average salary cost of 
$8,500 per man-year, a rate determined in December 1969 which does not reflect any 
subsequent salary increases. The report indicated that personnel employed in 
non-public fund activities on a full-time basis had decreased from 1,091 in 1970-71 to 
744 in 1971-72. Sixty-one positions in Ottawa and overseas were not included in the 
reported figures, but even after adjusting for these omissions it is difficult to 
reconcile the 1971-72 total of 744 employees with various personnel establishment 
totals in the 900-950 range disclosed by internal departmental reports. In addition 
the cost of personnel provided on a part-time basis was not included. 


The Department has prepared three new draft policy papers with respect to 
public support for messes, resale outlets, and physical education and recreational 
facilities but is still not in a position to submit to the Treasury Board its study of 
the extent to which recreational facilities should be provided from public funds. 
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120. Subsidization of dental services provided to dependants. The Department of 
National Defence provides dental services to dependants of service personnel and 
other civilians at designated locations. In paragraph 102 of our 1971 Report we 
pointed out that up to July 1968 the Department had been charging rates similar to 
those charged by the Department of Veterans Affairs but from that date on had 
delayed the implementation of increases thereby subsidizing the cost of dental 
services to dependants. In April 1969 the Treasury Board noted this and stated that 
the general policy was to charge commercial rates for services where they could be 
determined, and that as military personnel receive pay comparable to that of their 
civilian counterparts, they should also bear the same costs as civilians in respect of 
dental care for their dependants. Departmental regulations were revised in January 
1970 giving immediate effect to a 35% increase in the charges and providing for a 
further increase of 30% on April 1, 1970, and the adoption after March 31, 1971, of 
the charges set out in the provincial dental association fee schedules. However, 
because of the Government’s policy of voluntary price restraint in effect from 
February to December 1970 the last two increases were cancelled and the Depart- 
ment had made no subsequent submissions. 


The schedule of fees in respect of these dental services remained unchanged 
during 1971-72. Fees charged during the year totalled $119,000 of which $73,000 was 
in respect of services provided in the Province of Alberta. The Department did 
consider but rejected the adoption of the provincial schedules of fees in April 1971, 
at which time it estimated that adoption of the Alberta fee schedule would result in 
an increase of 68% in fee revenue. 


In June 1972 the Department proposed to the Treasury Board that the Civilian 
Dental Treatment Regulations be replaced by new Regulations providing that the 
fees to be charged shall be those set out in provincial dental association fee 
schedules. This proposal was accepted and the new Regulations came into effect on 
August 27, 1972. 


121. Internship salaries improperly retained by Canadian Forces medical officers. 
For many years the Department of National Defence has operated a Medical 
Officers Training Plan under which medical students are enrolled in the Canadian 
Forces as second lieutenants with promotion to lieutenant on the date they com- 
mence internship. As officers, they receive from the Department the pay prescribed 
for their rank. In 1960 the Department learned that certain civilian hospitals at 
which officers were serving their internships were paying them salaries in addition to 
their Service pay, and the Judge Advocate General concluded that the additional 
salaries must revert to the Crown. The Department subsequently advised the 
hospitals in 1960 and at regular intervals thereafter that they were neither expected 
nor required to pay additional remuneration to Service medical officers. The interns 
were similarly advised that Department of National Defence policy of long standing 
required that any payment they received from a civilian institution while attending 
internship, residency or other training be remitted immediately to the Receiver 
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General and that retention of payment in these circumstances constitutes an offence 
under the National Defence Act. 


Apparently these measures were not successful because this matter was consid- 
ered by the Advisory Committee on Hospital Insurance and Diagnostic Services in 
May 1964 with particular reference to the possible inclusion of such remuneration in 
hospital operating costs in which Canada shares under the Hospital Insurance and 
Diagnostic Services Act, R.S., c. H-8. It was then agreed that the Department of 
National Defence would promulgate a regulation prohibiting interns from accepting 
pay from the hospitals. Such a regulation was promulgated six years later in May 
1970, under the authority of the National Defence Act, R.S., c. N-4. 


Notwithstanding these and other measures, a number of interns continued to 
receive and retain salaries paid by various civilian hospitals. After the Department 
became aware of further irregularities in 1970, it determined that 35 interns had 
received remuneration from hospitals totalling $110,000 for the 13-month period 
ended July 31, 1971, and took steps to recover this amount from the individual 
officers. However, no attempt has been made to ascertain remuneration paid to 
interns by hospitals in prior years. The number of officers completing internship 
training annually under this Plan in recent years has ranged from 36 to 73. 


In March 1972 the Department became aware that interns in another hospital 
had received additional remuneration between July 1971 and February 1972. The 
Department has established that a total of $4,000 was received in this period by 
three officers and action has been taken to recover these amounts as well. 


We have inquired as to the authority relied on for providing the services of 
interns without charge and have been advised that the Department does not 
consider that a chargeable service is being performed and that the training is 
arranged for the ultimate benefit of the Department, not the hospital. The fact 
remains that in the case of civilian interns the benefit 1s for the individual but the 
hospital apparently also receives a benefit as is evidenced by its willingness to pay 
its interns. If the Department, which pays its interns a larger salary than is paid by a 
hospital, were to require the hospital to pay to it the normal salary of an intern, 
there would be no question of a medical officer retaining any amount improperly. 


122. Cost incurred in terminating term employment. A term employee of the 
Department of National Defence was advised in 1967 that his appointment would 
not be renewed at the conclusion of its term. He requested the reasons and was 
advised that he was not progressing rapidly enough in improving his qualifications. 


The employee then filed grievances but each grievance was denied. The 
employee was not satisfied and brought pressure to bear with the result that the 
Department undertook to set up an Inquiry under Part II of the Inquiries Act, R.S., 
c. I-13. 


The Commissioner observed that, despite the strictly legal position that might 
be taken to the effect that a term appointment ends automatically without noticé 
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being required, the Department had not been adhering strictly to the terms of 
governing Public Service legislation. 


The Commissioner recommended that the employee be reimbursed for counsel 
fees and other expenses and compensated for the effect that the pursuit of his 
grievance had had on his subsequent employment opportunities. The employee was 
paid $15,000 on an ex gratia basis and the costs of the Commission of Inquiry 
amounted to $63,000 bringing to $78,000 the known cost of terminating this term 
employment. 


123. Delay in removing unsuitable transport operator. In November 1969 a vehicle 
of the Department of National Defence driven by a service member collided with a 
privately-owned automobile fatally injuring the driver of the automobile and 
injuring his passenger. The service member and a passenger in the departmental 
vehicle were also injured. | 


In April 1969 the service member had been recommended for release because he 
was considered totally unsuitable for the trade of transport operator, his driving 
proficiency and habits were very poor and he was unsuitable for remuster to another 
trade. Successive appeals to the Base Commander, Command Headquarters and the 
Chief of Defence Staff had been denied. Two months before the accident a further 
appeal had been submitted for consideration by the Minister of National Defence 
but, at the time of the accident, this had not been placed before the Minister. 


A charge of causing death by criminal negligence was laid against the service 
member and he was found guilty and sentenced to imprisonment for two years less a 
day. 


In the meantime the appeal to the Minister against release had been denied and 
the service member commenced terminal leave in April 1970. 


As a result of this accident, claims were lodged against the Crown one of which 
resulted in an award of $10,000 to the injured passenger in the automobile. A further 
claim is pending. Legal costs and expenses incurred during the year amounted to 
$2,900 and repairs to the departmental vehicle, $2,600. 


124. Overpayments to members of the Canadian Forces not recovered on their 
release. In paragraph 99 of our 1971 Report we stated that 461 former members of the 
Canadian Forces owed the Department of National Defence $84,000. The individual 
balances arose mainly from departmental administrative errors and from claims by 
members for allowances to which they were not entitled. We provided information as 
to the various categories of accounts, and summarized recommendations we had 
made to the Department. 


At March 31, 1972, there were 624 accounts totalling $86,400, with balances 
ranging from a few cents to over $5,800. These included $61,300 owing by 386 
annuitants, over 84% of whom had been released during the year. All but $10,100 of 
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this is expected to be repaid before 1980, but the final instalment is not due until the 
year 2001. Of the remaining 2388 accounts which are not secured by annuities, 94 
accounts totalling $7,300 were considered to be current by the Department although 
no payment had been received on 26 of them during the ten-month period ended 
July 31, 1972, and 22 were deleted subsequent to the year-end; 38 accounts totalling 
$9,400 had been referred to legal officers and 106 accounts totalling $8,400 to which 
the Crown does not have a legally enforceable claim were held in “suspense’’. 
During the year the Department deleted from its accounts debts totalling $16,100 
owing by 288 members. 


In response to our recommendations the Department has introduced procedures 
to facilitate recovery of balances owing, from either the member’s pay or terminal 
benefits. Further, we understand that action has been initiated to obtain an amend- 
ment to the Canadian Forces Superannuation Regulations to increase the rate of 
recovery from an annuity payable to a member who has either fraudulently 
obtained or knowingly accepted overpayments of pay and allowances. 


125. Excess fees paid to retired public servants and members of the Canadian Forces 
employed by the Department of National Defence under personal service contracts. Under 
Government superannuation plans provision is made for a reduction in the annuity 
or annual allowance being paid to a retired public servant or member of the 
Canadian Forces or the Royal Canadian Mounted Police, should he be re-employed 
by Canada. In order to be consistent, when such individuals enter into a contract 
with the Crown for their services, the Treasury Board has provided the following 
guideline for the calculation of fees under the contract: 


In respect of any period of three months, commencing on the first day of January, April, July 
or October in any year, the fee under the contract when combined with the annuity or annual 
allowance must not exceed three times the current monthly salary for the classification held by 
him at retirement. 


A test audit of fees paid by the Department of National Defence to retired 
public servants and members of the Canadian Forces who have been employed 
under contract, disclosed that in respect of three contracts, two with retired public 
servants and the other with a retired member of the Forces, the fees together with 
annuities received exceeded the current salaries for the classifications held at 
retirement by $19,000 in 1971-72 and by $13,000 in 1970-71. Each of these contracts 
called for services that were essentially the same as the individuals had performed 
immediately prior to retirement. Two of the contracts were entered into with the 
individual, the third with a partnership consisting of the retired member and his 
wife which called for the services of the retired member on a full-time basis. 


We also noted that in 1970-71 the retired member of the Canadian Forces had 
been paid $1,040 for services provided under contract in a short period while he was 
on annual leave from, and being paid by, the Canadian Forces and a further $12,000 
while he was on retirement leave. He thus received double remuneration in this 
period of about seven months. 
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126. Questionable pension awards under “Plan Restore’. In our 1971 Report 
(paragraph 98) we referred to ““Plan Restore’ which was introduced in April 1970 by 
the Department of National Defence with the approval of the Treasury Board 
Secretariat to reduce the strength of the regular force by 2,175 men in nine trades in 
which a surplus was forecast for 1973. While no man was required to leave his trade, 
all were given an opportunity to indicate their willingness to be released to promote 
economy or efficiency. In addition, men with a rank of corporal or below, and with 
six or more years to serve before reaching compulsory release age, were invited to 
apply for remuster to one of a number of trades in which openings existed. 

By September 1, 1972, 326 men had been remustered to new trades and 1,182 
others had been released under the Plan. Of these, 808 between the ages of 27 and 40 
are receiving immediate annuities ranging from $807 to $3,849. 

Under the Canadian Forces Superannuation Act, R.S., c. C-9, an annuity 
cannot be paid to a contributor with less than ten years service in the regular force 
while a contributor with longer service is entitled to an annuity as follows: 


Minimum years 


Reason for retirement of service Type of annuity 
ON Ge eek. Wepre oem cs as ones 10 Immediate annuity 
Disaoilityaneds aa eevee ace 10 Immediate annuity 
Economy or efficiency........... 20 Immediate annuity 
10 With the consent of the Treasury Board, an 


immediate annuity reduced until age 65 
by 5% for each full year up to 6 by which 
his service is less than 20 years or his age is 
less than the retirement age applicable for 
his rank, whichever is the lesser 


IVEISCOMMOUCLis wutaicchue < ttaaee atte ee 10 With the consent of the Treasury Board, the 
whole or part of any annuity specified by 
the Board to which he would have been 
entitled had he been retired to promote 
economy or efficiency 

Other reasons— 

OL LICOP tn) Cc ke ane ek Siem 20 Immediate annuity reduced by 5% for each 
full year by which his age is less than the 
retirement age applicable for his rank 


KEN ae, ene ge eis or 25 Immediate annuity 

20 Immediate annuity reduced by 5% for each 

full year by which his service is less than 

25 years or his age is less than the retire- 

ment age applicable for his rank, which- 

ever is the lesser 

Releases under ‘‘Plan Restore”’ relied on section 10(3) of the Act which provides 
benefits for a contributor who is compulsorily retired from the regular force to 
promote economy or efficiency. We stated last year that the release of men under 
“Plan Restore’? would undoubtedly promote economy or efficiency, the men being 
surplus to requirements; however, we found it difficult to reconcile the word 


“compulsorily” with the alternatives offered. 


Subsequent changes in Force structure have reduced the anticipated saving in 
personnel costs. In January 1972 the Department estimated that it will require 154 
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additional men in four of the nine ‘‘Restore” trades. A total of 393 men had left 
these trades, 340 by release and 53 by remuster. New recruits are now being accepted 
into these and other ‘‘Restore” trades and 11 men who remustered to other trades 
had returned to their original trade by October 1972. 


127. Lack of verification of continuing eligibility for Service annuities. In para- 
graph 100 of our 1971 Report, we drew attention to the lack of verification of 
continuing eligibility for some 35,000 Service annuities paid under the Canadian 
Forces Superannuation Act, R.S., c. C-9, and the Defence Services Pension Con- 
tinuation Act, R.S., c. D-38. Payments in 1971-72 totalled $106 million. We expressed 
the view that periodic confirmation of eligibility is essential as a check on the 
possibility of payment being continued after an annuitant dies, a widow remarries, a 
child reaches maturity or a pensioner is employed in the Public Service, and pointed 
out that the obtaining of life certificates has always been a requirement in most 
Commonwealth countries. 


The Department of National Defence has agreed that a requirement exists to 
periodically confirm the eligibility of annuitants and has discussed this matter with 
the Pensions and Insurance Division of the Treasury Board Secretariat. 


In November 1972 the Secretary of the Treasury Board informed us that he 
agreed that the eligibility of recipients should be examined periodically and was 
endeavouring to promote a co-ordinated approach by those handling the detailed 
administration of the three main Superannuation Acts. He was then awaiting the 
results of a re-examination of procedures followed by the Department of Supply and 
Services in verifying the continuing eligibility of annuitants under the Public 
Service Superannuation Act and other pension plans covering former members of 
the federal public service. i 


128. Prolonged development of the Canadian Forces Pay System. In previous 
Reports (paragraph 107 in 1971) we have drawn attention to the development by the 
Department of National Defence of a new Central Computational Pay System to 
replace the three separate pay systems which were in use for members of the 
Canadian Forces prior to integration. We noted that the prolonged development 
period had resulted in substantial escalation of development costs, and that, for the 
time being, a weakening of internal control had occurred. In a submission to the 
Treasury Board in October 1965 the Department stated that among other benefits it 
expected annual savings of $800,000 in administrative costs once the computerized 
pay system was fully operational. The development costs for the proposed system 
were estimated at $775,000. The new system was to be introduced in two phases. In 
Phase I, which began on July 1, 1967, the records maintained in Ottawa for control 
and audit purposes were replaced and in Phase II the pay records maintained for 
each member at his unit were being eliminated. Departmental statistics for April 
1971 disclosed that 12% of the individual pay accounts in Ottawa showed amounts 
for net monthly pay entitlement that were different from the amounts shown in the 


102 REPORT OF THE AUDITOR GENERAL — 1972 


accounts at the units and it appeared that 15% of the differences were a direct result 
of Central Computational Pay System errors. We concluded that the system con- 
tinued to be in a developmental posture and that it had not effectively replaced the 
records previously maintained in Ottawa for control and audit purposes. 


At March 31, 1972, the system had still not been fully implemented. The 
Department completed Phase II in respect of 3,000 individual pay records in 
September 1971, an additional 11,500 in December 1971 and a further 37,000 in 
February and March 1972. At the year-end approximately 51,500 records, or 62% of 
the pay records previously maintained for members at their units, had been elimi- 
nated. However, there had been no reduction in pay staff at the local units. Phase II 
was completed in October 1972. 


The Department’s accounts do not provide a record of the cost of development; 
however, the overall cost of the Central Computational Pay System amounted to 
about $11 million for the period July 1967 to March 1972. The separate records 
maintained at Ottawa for control and audit purposes and for the accumulation of 
pension and income tax data have been discontinued at a saving of about $2.8 
million in this period, and the new system now appears to have effectively replaced 
them. 


We have been informed that in July 1971 the Department discontinued compil- 
ing statistics on differences in net monthly pay entitlement between the individual 
pay accounts in Ottawa and at the units. However, based on a limited test of 
information assembled by the Department in February 1972 we conclude that the 
net monthly pay entitlements recorded in the new system were more accurate than 
in 1971. On the other hand our test disclosed a substantial number of differences in 
the balances outstanding on individual pay accounts, about 9% of which are the 
result of errors in the computerized system. 


As the system was not fully implemented until October 1972, the anticipated 
annual savings of $800,000 did not materialize in 1971-72. 


129. Irregular charge to appropriation. The Department of National Defence is 
administering the construction of a NATO fleet communication system for the 
Western Atlantic on behalf of the North Atlantic Treaty Organization. Funds 
required are estimated semi-annually and withheld from Canada’s contributions to 
NATO which are charged to National Defence Vote 25. The amounts withheld are 
credited to a trust account from which administrative expense and contract pay- 
ments are made. 


During the year funds held by the Department for this project appeared to be in 
excess of the amounts required to meet current project commitments and NATO 
requested the Department to reduce the balance by a series of payments to it. 
However, when payment to NATO of $502,800 became due on March 31, 1972, there 
was only $323,000 in the trust account and the Department considered that this 
amount should be retained to meet anticipated payments on contracts. Nevertheless, 
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as the Department had undertaken to remit the $502,800 to NATO, it was paid and 
improperly charged to National Defence Vote 25. 


_ This irregular charge to the appropriation prevented $502,800 from lapsing in 
accordance with section 30 of the Financial Administration Act. Furthermore, the 
balance of $323,000 in the trust account at March 31, 1972, is not correct, as no 
liability existed at that date. The payment of $502,800 had fully discharged this 
liability and had in fact created an account receivable of $179,800. (See paragraph 
308 of this Report.) 


130. Canadian Forces Base Summerside, P.E.I. In paragraph 116 of our 1971 
Report we referred to the conclusion reached late in 1969 by the Department of 
National Defence that with the phase-out of the Neptune maritime patrol aircraft, 
the remaining operational activities of CFB Summerside should be transferred to 
other Canadian Forces bases and that this Base could be closed in 1970, resulting in 
an annual saving in excess of $6 million. Following consideration of this matter the 
Government announced in December 1969 that because of the impact closure would 
have on the economy of Prince Edward Island the Base should not be closed before 
March 31, 1973. The Treasury Board subsequently approved an increase in the 
Department’s budgetary ceiling for 1971-72 of $6.7 million to meet the additional 
cost involved to March 31, 1973. 


On March 23, 1972, the Government announced in the House that the Base was 
to be retained in its present role because of economic considerations. As we pointed 
out last year, to the extent that additional costs are incurred in keeping the Base 
open over the costs that are necessary for the fulfilment of the function of the 
Department of National Defence, the appropriations of that Department have been 
applied to a purpose not authorized by Parliament. 


131. Exchange of CF101 Voodoo aircraft. In our 1962 Report (page 32), we drew 
attention to a 1961 agreement between Canada and the United States under which 
Canada acquired 66 CF101 Voodoo aircraft in exchange for an undertaking to 
operate and maintain certain Pine Tree radar line stations. 


In 1968 the United States offered to exchange 60 of an improved version of the 
alrcraft for the 60 remaining in the Canadian fleet and to provide a further six 
aircraft to replace those lost through attrition, for $16 million payable during the 
period 1968-69 to 1970-71. Due to budgetary limitations Canada did not proceed 
with the exchange in 1968; however, in 1969 negotiations were reopened when the 
Department realized that completion of its obligation under the 1961 agreement by 
January 1970 would release the necessary funds. In June 1970 Canada and the 
United States agreed to proceed with the aircraft exchange, Canada undertaking to 
operate and maintain certain radar stations for a further 19 months to July 31, 1971, 
in lieu of payment of an estimated $31.5 million. Of the increase in the estimated 
cost of the exchange, from $16 million in 1968 to $31.5 million in 1970, $9 million is 


104 REPORT OF THE AUDITOR GENERAL — 1972 


attributable to price increases and $6.5 million to increases in quantities, including 
$2.5 million to replace four additional aircraft lost through attrition. 


The Public Accounts Committee in its First Report 1968-69, presented to the 
House on January 29, 1969, reeommended certain criteria to be used in determining 
the votes required under the revised form of the Estimates introduced in 1970-71 
which include the following: 

As capital investment today can well mean increased Administrative cost tomorrow, 
spending proposals involving more than $5 million in total for Construction and 


Acquisition within a departmental program shall always be the subject of a separate 
vote. 


Although there have been separate capital expenditure votes for the Department 
since 1970-71 they have not provided for or disclosed the substantial spending 
involved in this exchange. 


The cost of the exchange, estimated at $31.5 million, together with $3.6 million 
for work carried out in Canada preparing the aircraft for service, has been included 
in operating expenditures, for the years from 1969-70 to 1971-72. The cost of the 
exchange which was completed in February 1972, is not shown in the accounts as 
capital expenditure, nor is the corresponding recovery by Canada of the cost of 
operating and maintaining radar stations, recorded as recovery of expenditure or 
revenue. As a consequence, neither the Estimates nor the Public Accounts draw to 
Parliament’s attention capital expenditure in excess of $35 million. 


In the years 1970-71 and 1971-72 there were separate votes for operating expen- 
ditures, National Defence Vote 5, and capital expenditures, National Defence Vote 
10. Accordingly in these years the Department has used expenditure recoveries or 
revenue arising from one vote to meet expenditures chargeable to another vote. This 
may be authorized by National Defence Vote 1 which concludes 


...and authority to spend revenue, as authorized by Treasury Board, received during 
the year for the purposes of any of the said Votes [including both Votes 5 and 10]. 


As the transfer of revenue between votes is unusual, we suggest this Vote text be 
reviewed. 


132. Cost resulting from acceptance of building not constructed in accordance with 
departmental standards. In 1963 the Department of National Defence agreed to allow 
a non-public fund organization to construct a curling club building at Canadian 
Forces Base Montreal. The plans and specifications were examined by the Depart- 
ment and considered satisfactory but the design of roof trusses was changed after the 
initial examination and there is some doubt concerning the examination of the new 
design. An undertaking was given that construction would be under the close 
supervision of the officer in charge of the local engineering detachment; however, 
we have seen no indication of this. 


The building was completed and official opening ceremonies were held in 
January 1964. About two months later half the roof was blown off in a wind storm. 
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There appear to have been no reports of injury and the contractor replaced the roof, 
which may account for the absence of an official review of the design and construc- 
tion at that time. 


In 1965 the Minister of National Defence, on behalf of the Crown, accepted the 
ownership of the curling club building from the non-public fund organization. 
Departmental procedures required that before the transfer the officer commanding 
the unit certify that the building complied with departmental construction stand- 
ards. In this instance the certificate does not appear to have been signed. 


In February 1971 the roof collapsed, fatally injuring an associate civilian 
member of the club. A board of inquiry, convened under the provisions of the 
National Defence Act, R.S., c. N-4, concluded that the collapse of the roof could 
have been caused by one or more deficiencies in design and construction. Following 
the inquiry a study concluded that ‘‘...had the roof trusses been designed and 
constructed according to the design criteria existent in 1963-64 Federal, Provincial 
and Municipal building codes, the roof would not have collapsed under the load of 
snow....’’. 


A claim was lodged against the Crown by the widow and son and in October 
1971 the Federal Court of Canada awarded them damages and costs totalling 
$68,000. A request for replacement of the roof as a charge against public funds was 
denied by the Department on the grounds that the public has no responsibility to 
provide or replace curling rinks in urban areas; however, when the non-public fund 
organization met this cost, the Department paid $8,000 for the removal of the 
damaged roof and for various repairs mainly attributable to its collapse. 


133. Champ de Mars property, Montreal, Que. In previous Reports (paragraph 
114 in 1971) we have drawn attention to this property (4.2 acres valued at $4.2 
million in 1967) which has been under lease by the Department of National Defence 
to the City of Montreal since 1889 at a rental of $1 per annum, and since 1925 has 
been used as a parking lot. It is apparent that the Department has lost substantial 
revenue over the years because it has not charged an economic rent for use of the 


property. 


In January 1971 the Public Accounts Committee was advised that the Depart- 
ment would request Crown Assets Disposal Corporation to dispose of this property. 
The Department did this in March 1972, but the property has not yet been sold. 


134. Special services provided by the Department of National Defence. The Depart- 
ment of National Defence is continually called on to provide a variety of special 
services. In previous Reports (paragraph 108 in 1971) we referred to the failure of the 
Department to recover the cost of providing some of these services with the result 
that its appropriations were being applied to purposes not authorized by 
Parliament. 
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One of the sub-objectives of the Defence Services Program stated in the Esti- 
mates is ‘To preserve sovereignty over and ensure security within the territorial 
limits of Canada and to supplement the civil authorities and contribute to national 
development”. The National Defence Act, R.S., c. N-4, provides for the use of the 


Canadian Forces to aid civil powers in civil emergencies, the cost incurred being the © 


responsibility of the province that requests aid. The Act does not deal specifically 
with other circumstances in which assistance is given to persons or organizations, but 
general authority is implied in the text of National Defence Vote 1 where the 
Department is authorized to make recoverable advances and to spend revenue 
received in respect of charges for supplies and services. 


We also referred last year to the National Defence Provision of Services 
Regulations, Order in Council P.C. 1962-13/653 of May 2, 1962, under which the 
Department may authorize the provision of special services for which a fee shall be 
charged with certain specified exceptions. We noted that although the Regulations 
Act, R.S., c. R-5, required that every regulation be published in the Canada Gazette 
within thirty days after 1t was made, the National Defence Provision of Services 
Regulations had never been published. The Regulations Act has now been replaced 
by the Statutory Instruments Act, 1970-71-72, c.38, under which these Regulations 
are no longer required to be published. 


The Regulations do not apply to services of a continuing nature costing in 
excess of $25,000 per annum or, except in an emergency, where the service in any one 
instance costs in excess of $5,000. They stipulate that a fee shall be charged in all 
cases unless the Minister is satisfied that the service provided is of a temporary and 
non-recurring nature and is: 


(a) for the benefit of, or in support of, the Canadian Forces or national defence; 
(b) for community purposes of a non-commercial nature; or 


(c) to provide humanitarian assistance in individual cases in the nature of mercy aid in the relief 
of human distress or suffering. 


Under the Regulations the fee for providing any service, unless set by any other Act 
or regulation, is to be the equivalent commercial rate or if that rate cannot be 
readily determined an amount equal to the cost to the Department as determined by 
the Minister plus ten per cent. The Department has recognized deficiencies in the 
Regulations and new regulations are being drafted in order to remedy this situation. 


A 1958 Order in Council provides authority for the Minister of National 
Defence to charge other government departments and agencies two and one-half 
cents per passenger-nautical mile for space provided on scheduled aircraft, and 
aircraft operating costs for special flights. Notwithstanding this authority it has not 
been the practice of the Department to levy charges for space provided on scheduled 
aircraft to other departments and agencies and there has been considerable variation 
in the Department’s recoveries for special flights. In some cases the full cost was 
recovered, in others partial recovery was made, and in others no part of the cost was 
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recovered. We understand that the establishment of a common rate of charge to 
other government departments and agencies has been under review for some time by 
the Department of National Defence, the Department of Transport and the Execu- 
tive but that this matter has not yet been resolved. 


During the year additional instances were noted where it was not clear what 
authority was relied on for providing services without fee or full recovery of cost. 


1. 


In April and October 1971 special flights were provided for the Governor General and his 
official party for state visits to London, Amsterdam, Brussels and Luxembourg and to Istanbul 
and Iran. Special flights between various locations in Canada totalling approximately 36,000 
miles were also provided on 15 occasions during the year. 


. In June 1971 a special flight was provided from Ottawa to Vancouver and return for Members 


of Parliament, conference officials and press representatives attending the Constitutional 
Conference in Victoria, B.C. Some ground transportation costs were recovered from the 
Secretariat of the Constitutional Conference. 


. In July 1971 a forestry observation tower donated by a corporation was moved by helicopter to 


an underprivileged children’s camp near Ste-Véronique, Que. Aircraft operating costs amount- 
ed to $8,000. 


. In August 1971 the Department agreed to demolish an old timber railway trestle bridge for a 


corporation. The demolition charge started a fire which developed into a forest fire. As a direct 
result approximately 1,300 man-days, an unknown number of operating hours of vehicles and 
fire-fighting equipment and ten hours of helicopter operation were required to fight the forest 
fire. The cost to the Department is estimated to have been in excess of $45,000. 


. As a result of the India-Pakistan conflict, special flights were provided in December 1971 to 


evacuate 149 Canadian and 300 other nationals from Karachi and Islamabad to Tehran and 
Lahr, with the Canadian evacuees continuing on to Ottawa. Aircraft operating costs were 
determined to have been $27,000 none of which was recovered. 


. In January 1972 a special flight was provided at the request of the Department of Indian 


Affairs and Northern Development to transport Eskimo artifacts from Vancouver to Paris in 
support of the “Masterworks of the Canadian Arctic’ exhibition. Aircraft operating costs 
amounted to $11,000 of which $4,000 was recovered, leaving a balance of $7,000 to be absorbed 
by the Department. 


. In February 1972 the Department provided crowd control assistance to the organizers of the 


World Cup Ski Competition held at Mount Norquay, Banff, Alta., at a cost of $8,000. 


. During the year the Department provided a total of 967,000 passenger-miles on scheduled 


flights at the request of the Department of National Health and Welfare to Canadian 
participants in national and international sports events. Special flights covering approximate- 
ly 22,000 miles were also provided in July and August 1971 to transport sailboats and rowing 
shells to the Republic of Colombia in connection with the Pan-American Games. 


Transportation continued to be provided to Members of Parliament and their 
dependants on scheduled service flights in Canada and to overseas locations without 
charge. Departmental reports indicate that such persons travelled a total of 2,577,000 
passenger-miles on Canadian Forces scheduled flights during the year. 
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We also noted that the Department was continuing to provide services similar to 
14 of the 27 referred to in previous Reports. A departmental study of special flights 
for visiting dignitaries, parliamentarians and government officials disclosed that of 
the 89 flights during the calendar year 1971, 51 had been provided without charge. 
The full cost of the 89 flights including pay and allowances of the aircrew totalled 
$796,000, whereas only $148,000 was recovered. 


One of the cases reported previously involved the transportation of salvaged 
aircraft parts for four World War II Japanese aircraft from New Guinea to Win- 
nipeg, Man., in return for which the Department was promised one of the aircraft 
which was to be offered to the National Museums of Canada. The aircraft was 
accepted by the Denartment in July 1972 and we understand it will be given to the 
Museums in May 1973. 


The Department is required to report semi-annually to the Treasury Board. 


every service provided pursuant to the Regulations where no charge is made and the 


cost exceeds $1,000. With the exception of the services referred to in items 3 and 4, — 


none of the services commented on has been reported. 


We reiterate our opinion that failure to recover the costs of providing these 


services has resulted in the appropriation being applied to purposes not authorized — 


by Parliament. 


135. Assistance to provinces by the Canadian Forces in civil emergencies. In — 
previous Reports (paragraph 109 in 1971) we have drawn attention to amounts | 
recoverable from provinces representing the costs of assistance provided to them by — 
the Canadian Forces in civil emergencies, primarily forest fires and flood control. At 
March 31, 1971, the accounts of six provinces totalled $817,000, which still remains — 


unpaid. 


Some of these accounts were referred to by the Public Accounts Committee in its 
Sixth Report 1964-65 where it noted that as the Department had not been successful 


in collecting the accounts they had been referred to the Executive for direction but 
that such direction had not been received. The Committee asked the Auditor 
General to inform it of the final outcome of these matters (see Appendix 1, item 38). 


The Committee again referred to these unpaid accounts in its Fifth Report 
1968-69 expressing the view that they should be settled in view of the agreements to 
pay, or some agreement should be reached for a sharing of the costs. The Committee 
suggested that the item be included on the agenda of a future federal-provincial 
conference for clarification. In December 1968 the Department of National Defence 
forwarded particulars of each account then outstanding to the Federal-Provincial 
Relations Secretariat of the Privy Council Office, seeking its assistance in resolving 
the difficulties. There was nothing further to report when the Committee again 
considered this matter in April 1970 and there were expressions of concern that the 
accounts were still outstanding. 
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The Minister of National Defence indicated to the House in September 1971 
that the Executive would shortly deal with the arrears of the provinces. 


In 1971-72 additional assistance was provided by the Canadian Forces in civil 
emergencies to various provinces and the Northwest Territories in ten instances 
involving costs totalling $130,000. Except for four accounts totalling $28,000 these 
costs have been repaid to the Department. The accounts remaining unsettled at 
March 31, 1972, are: 


PO Mead SLIVA LL AT) Cle, des Ae, ic yel Be pub h.7 asp are oh Sabor e Hecke been) aires 2a ts hier ant 1961 $ 410,000 
1967 221,000 


$ 631,000 
RUC aC LIS eo erate ac hahs A, Mara te aid at oo bis ae ha eew Mica e eal eee Ue ade 1958 17,000 
1960 60,000 
1971 4,000 

81,000 
PISKGLC CWA SRLS FORE deo ilae se eet. eas eds 2 AEE ahah ee 1969 45,000 
1971 9,000 

54,000 

fecohet (ad Srenvctea ed CCW ave hile REGS Ak CURL 2 oe ee A LEE EEG Saat Sm Ath @ 1960 43,000 

TPs ere SOUIIOils te eee Oa tie Ree Le eee DPE A, ate Pe Rene ba 1965 20,000 
SO SGLNS rota ay ar ae ia Ae bin cine ei', 2 ine an rl Aer pe Me Sey BOER VA am: oy 1965 1,000 
1971 4,000 

5,000 

INOTEL wy Ost WUETTIVOTICS «cas long Rake! come. sh tak te wid cn cae Wace ee 1971 11,000 

$ 845,000 


In each case the assistance was provided under emergency conditions on the 
written undertaking of each Province to reimburse the Federal Government for any 
costs incurred by it. Until reimbursement is made, the costs remain a charge to 
appropriations which had not been provided by Parliament for these purposes. 


136. Failure to recover the full cost of foreign pilot training. The Department of 
National Defence periodically undertakes pilot training programs for foreign coun- 
tries and in 1971-72 a total of $7,412,000 received for these services was credited to 
National Defence Vote 5. These recoveries were based on a fixed fee per trainee 
which had been determined by negotiation with the respective governments. 


In the White Paper Defence in the 70’s the Minister of National Defence stated 
that negotiations for an agreement to use training facilities in Canada are based on 
the principle that the cost of the training should be borne by the user country. 
Legislative authority to provide services on a cost-recoverable basis is given in 
National Defence Vote 1 which reads in part as follows: 

authority, subject to the direction of the Treasury Board, to make recoverable expendi- 


tures or advances from any of the... Votes in respect of ...services performed on 
behalf of ... other governments... 


The Treasury Board has directed, based on a recommendation of the Royal 
Commission on Government Organization, that it should be departmental policy 
wherever economically and administratively feasible to charge for all goods sup- 
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plied or services rendered to the public unless there are provisions for specific 
exemptions, and that the following criteria should apply: 


1. Charges should at least cover all direct and indirect costs of providing the service. 


2. Cost systems should be introduced where appropriate to furnish accurate costs of rendering | 


services. 


3. The comparison of these costs with revenue derived from the services can thus be brought to 
the attention of management through a reporting system, and the executive and Parliament 
through the estimates. 


Estimates prepared by the Department for two major training programs dis- 
closed costs of $6,120,000 which were $1,004,000 in excess of the $5,116,000 recovered 


in 1971-72. However, these costs did not include any amount for depreciation of | 


approximately $336,000 on the aircraft used so that the cost not recovered was at 
least $1,340,000. The term ‘“‘cost”’ is subject to various interpretations and in making 
its calculations the Department did not use an interpretation that would produce 
the highest cost. 


National Defence Vote 25—Mutual Aid authorized the transfer of material and 
the provision of services to allied governments, to the extent of $700,000, chargeable 
to National Defence Votes 5 and 10. Inasmuch as materials valued at about $478,000 
had already been supplied, it is apparent that the Department’s unrecovered costs 
greatly exceed the amount authorized. 


137. Failure to charge for storage of cloth and medical supplies. In 1970 we drew to 
the attention of the Department of National Defence that for over a decade it had 
provided accommodation and warehousing services without charge to the Post 
Office for storage of cloth at a Canadian Forces supply depot in Montreal and to the 
Department of National Health and Welfare for storage of medical supplies at seven 
Canadian Forces medical equipment depots. The Department of National Defence 
reviewed this matter during 1970-71 and decided to charge for these services, with 
effect from April 1, 1971, in accordance with the recommendation of the Royal 
Commission on Government Organization that relevant costs should be borne by 
user departments. 


For the year ended March 31, 1972, charges totalling $13,000 were recovered 
from the Post Office. However, the Department of National Health and Welfare 
advised that as the request for payment of $179,000 in 1971-72 was not made until 
March 1971 it had made no provision in its Estimates for that year. It further 
advised that the Treasury Board Secretariat would not reeommend additional funds 
through 1971-72 Supplementary Estimates or for any future year. As the National 
Defence appropriations may be charged for services provided to others only if the 
charges are subsequently recovered, the Department has no authority to continue 
providing this service. 
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138. Inadequate control over supply items. In paragraph 118 of our 1971 Report 
we drew attention to a serious lack of internal control over the Canadian Forces 
supply system data and computer programs. We pointed out that in the existing 
system no control exists to prevent loss of records and that incorrect stock balances 
could go undetected indefinitely. We also noted that there were no controls to 
ensure that all information concerning movement of supplies enters computer 
processing accurately, and that quantities shown on computer records are not 
verified on a systematic basis by a physical count of supply items. Computer 
program and system documentation, an effective tool in the detection of system and 
procedural weaknesses and a requirement for error analysis by programmers, ana- 
lysts, managers and auditors, was also found to be incomplete. 


Examinations carried out during the year indicate that little has been done to 
improve internal control of the supply system; controls reeommended by this Office 
and by Department of National Defence internal audit staff have not been imple- 
mented. The Department has indicated that the reeommended changes would not be 
worthwhile since the current system is to be replaced by a new integrated logistics 
system in 1974. 


Discrepancies in the records still exist. When they understate the actual stock 
position, it can lead to purchases for which no requirement exists. Overstated stock 
balances on the other hand may bring about failure to procure through normal 
channels. 


During the year we reviewed the internal control over computer inventory 
records at one depot and found it deficient as well. Protection of these records 
against fire, vandalism, and theft was inadequate and the potential effect of this 
weakness was compounded since the depot was not preparing periodic copies of the 
records for storage off the premises. Furthermore, all information necessary for 
re-creation of records is not available from the central computer. Systems documen- 
tation was limited and out of date, and no duplicate copies of either systems or 
program documentation were maintained. 


We understand that the stock balances, which probably have a value in excess of 
$600 million, and certain other information for the new system to be introduced in 
1974, will be taken from the present depot records and that unit prices will be taken 
from the central computer records. Because of this we wrote to the Deputy Minister 
in October 1972 suggesting that the planned introduction of the new logistic system 
made it doubly important that certain steps be taken now to ensure effective control 
over depot records and central computer records. He advised that the present state 
of program documentation is considered to be adequate and that the system, based 
on information obtained from various studies, is generally reliable for operating 
management and control purposes. However, he admitted to ‘“‘some shortcomings 
that cannot efficiently or economically be corrected until the new integrated system 
is implemented’’. 


112 REPORT OF THE AUDITOR GENERAL — 1972 


Nevertheless, in view of the errors found this year, our concern is that lack of 
internal control at the present time will make it difficult to obtain accurate 
information on the more than 600,000 stock items when the new system is — 
introduced. 


139. Inadequate control over Accountable Advances to aircraft repair and overhaul — 
contractors for purchase of spare parts. In previous Reports (paragraph 119 in 1971) we 
have referred to the policy of the Department of National Defence of contracting 
with industrial concerns, through the Department of Supply and Services, for. the 
major overhaul, modification, etc., of equipment, and to the practice of providing 
assistance to the contractors in financing the necessary spare-parts inventories by 
means of Accountable Advances. Following our recommendation that the role of the 
Departments relative to these inventories be clarified, the Department of National | 
Defence in November 1969 accepted responsibility for maintaining surveillance over — 
the contractors’ inventory management methods, procedures and procurement. A — 
revised specification was promulgated in 1970 for incorporation into all new con- | 
tracts for the acquisition of Accountable Advance spares and into all continuing 
contracts following a joint review, contractor by contractor, of existing Accountable © 
Advance inventories, made with a view to reducing such inventories to a realistic | 
level. 


In January 1972 the specification was again revised with a view to further — 
clarifying the Departments’ and the contractor’s responsibilities and the reporting © 
procedures applicable to the various classes of Crown-owned repair and overhaul | 
spare-parts inventories. This specification has been incorporated into all new and | 
ongoing contracts for the acquisition of Accountable Advance spares. 


contractor’s responsibilities with regard to the provisioning and reprovisioning of | 
spares. Spares not procured in accordance with these conditions are to be the | 
contractor’s responsibility. Although the specification in effect prior to 1970 was | 
silent on this matter, we understand that the Department of Supply and Services in | 
its administration of that specification subscribed to the same general policy. | 
Nevertheless, the intention appears to be that the Crown will bear the full loss on 
disposal of spares identified as surplus to overall requirements during the present 
inventory review. 


Since 1970 the specification has stipulated the conditions and outlined the 


The review which commenced in 1970 involves Accountable Advance spares 
inventories of about $27 million held by 37 contractors. One-half of these inventories 
is expected to be surplus to the requirements of the contractors, although some | 
portion of this surplus -will be required for Service inventories. The review was 
expected to be completed during 1971-72 but progress has been slower than anticipat- 
ed. To June 30, 1972, the cost of material identified as surplus amounted to | 
$4,199,000 of which material costing $4,013,000 had been disposed of through Crown | 
Assets Disposal Corporation for $91,400. In addition government-furnished overhaul 
spares costing $1,875,000 were identified as surplus and approximately one-half of 
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these were disposed of for $25,000. At December 31, 1972, the inventories held by 20 
contractors, accounting for only about one-third of the overall inventory value, had 
been reviewed and the Department could give no estimate of when the review would 
be completed. 


140. Inadequate control over advance payments made under contracts. Advance 
payments to the Governments of the United States and the United Kingdom are 
made by the Department of National Defence under the terms of various contracts. 
The advance payments are charged against the Department’s appropriation in the 
year made and in many instances a number of years may elapse before delivery of 
goods or provision of services. Outstanding advances are reported annually in the 
Public Accounts. 


The advances at March 31, 1972, reported by the Department and included in 
Volume II of the Public Accounts at page 34.27 were: 


ovement ObG ne Citi bed: otalOsii. niet h «ds ach eee aie oa tho daz eek ne ee $ 71,759,000 
SE oVernine nh leer ILC KIM COIs sie acces ye ale fara o GS J che wcobendbgee a boos, dag es avese ees 2,409,000 
POPE HPATIV ACCS CLO MbeINIS) i, thas ce: eee ioe Wad Bx Cae gas aa te ae Mee oo ate tod Rin ee 1,348,000 


Our review of the departmental records from which these amounts were com- 
piled disclosed a number of weaknesses in internal control procedures, with the 
result that we were not able to verify the correctness of the amounts reported. The 
main weaknesses were: | 


1. Advances to the Government of the United States were made under approximately 675 
individual contracts. Although a memorandum control account is maintained, the balance in 
this account had not been reconciled since March 1970 with the subsidiary accounts maintained 
in each contract file. Under these circumstances the loss of a file may remain undetected. 


2. Some contracts provide for an advance to be placed on deposit with the United States 
Treasury until required and these deposits bear interest which should be credited to Canada. 
In the past, interest has also been received under some contracts which made no reference to a 
deposit at interest. The Department maintains no control with respect to interest receivable on 
such deposits. 


3. Interest of $354,000 earned on one deposit with the United States Treasury was not paid into 
the Consolidated Revenue Fund as is required by section 11 of the Financial Administration 
Act but was left on deposit. This $354,000 deposit is not included in the total of advances 
reported and is not reflected in the accounts of Canada. 


4. No control account is maintained over some 1,100 advances to the Government of the United 
Kingdom and others. A check of the Department’s listing of advances outstanding at March 
31, 1972, disclosed unlisted advances totalling $2.4 million. We learned that some of these 
advances had been omitted from the listing in error and others due to a misunderstanding of 
the reporting requirements. 


5. There was no systematic review and follow-up of long-standing advances, some dating back 
more than 10 years. 
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We also noted that with effect from April 1, 1972, the total of a supplier’s | 
invoice is being deducted from the advance even though the amount billed, or a} 
portion thereof, may be in respect of goods not received, damaged goods or items in 
dispute due to discrepancies between the goods ordered and the goods received. This | 
can only result in confusion as to the actual amount of the advances at any given | 
time. 


a 


| 
} 
} 


Following a review of the records and internal control procedures with respect to 
these advance payments we expressed concern to the Department about the weaken- | 
ing of control over them which had taken place since it took over the accounting | 
responsibilities from the Department of Supply and Services in April 1970. Wea 
| 
| 
| 


understand that revised procedures have been introduced to strengthen accounting | 
control but these have not yet been reviewed. | 

141. Higher costs of procurement in Canada. In August 1970 the Department of | 
Supply and Services invited tenders from four firms for parachutes required by the | 
Department of National Defence. In May 1971 two contracts with a total ceiling | 
price of $541,000 were awarded with the approval of the Treasury Board to the only | 
Canadian manufacturer even though his price was $82,000 (18%) higher than that of | 
the only other acceptable tenderer who was the Canadian agent for United States | 
produced equipment and who had bid $459,000 including customs duty. 


1 


The Department of Supply and Services awarded the contracts to the Canadian © 
manufacturer primarily because unilateral action by the United States Government | 


had closed its market to him, even though about 90% of his business is with the | 


Department of National Defence. The Department considered it advantageous to | 


maintain a Canadian contractor capable of developing, manufacturing and over-_ 
hauling parachutes, which in turn creates a demand for Canadian textiles. A further — 
consideration was the wish to assist this contractor while he looked for new export > 
markets for products which the Department of Industry, Trade and Commerce had © 
contributed $300,000 to develop. 


In recent years it has been Government policy to pay a premium for a product 
with higher Canadian content. This premium is calculated at up to 10% of the 
difference in foreign content. In this instance the additional cost was greater than 
usual. 


The contracts were amended to provide for the payment of progress claims up to 
75% of the contract values, without the approval of the Treasury Board which is 
required under the Government Contracts Regulations. Unauthorized progress pay- 
ments totalling $149,300 have been made. 


142. Higher costs of centre wing replacement program in Canada. In 1967 the 
Department of National Defence detected cracks in the centre wing sections of its 
fleet of Hercules aircraft. The United States Air Force had encountered similar 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 115 


problems and had decided that a crack-by-crack repair policy was inadequate. As a 
result the United States manufacturer developed a strengthened centre wing section 
and commenced a replacement program in 1969. 


In June 1970 the United States Air Force offered to modify the Canadian fleet 
of 23 aircraft beginning in July 1971 at an estimated cost of $4.7 million provided 
that a firm commitment was made by August 31, 1970. Following the receipt of an 
unsolicited proposal from a Canadian contractor interested in making the modifica- 
tions, a study was made by the Department of Supply and Services to determine the 
feasibility of undertaking the program in Canada. While it was technically possible 
with the co-operation of the United States manufacturer to have the work carried 
out in Canada, the price offered by the United States Air Force was $3 to $4 million 
less than was possible in Canada and the Department recommended in early August 
that the United States Air Force offer be accepted. However, the Department of 
National Defence did not submit the proposal to the Treasury Board until October 
1970 and approval was given in November 1970. As this was beyond the expiry date 
of August 31, 1970, the work was not accepted by the United States Air Force on the 
basis of the original offer. 


In February 1971 an amended offer of $5.2 million was received and the 
Treasury Board authorized entry into a contract with the United States Air Force. 
However, because of representations by the Department of Industry, Trade and 
Commerce, the Board authorized the Department of Supply and Services to forgo 
the United States offer if prior to its May 3, 1971, expiry date an offer was received 
from a Canadian source which in the Department’s judgment appeared to present a 
favourable alternative. Despite this understanding the United States Air Force offer 
was allowed to lapse although no proposal was received from a Canadian contractor 
until June 10, 1971, and even then the proposal was not acceptable. A contract was 
eventually awarded to the Canadian contractor in November 1971 at a price of $7.8 
million, including sales tax of $550,000 mainly on components to be supplied at a 
cost of $4.4 million by the United States manufacturer. 


The Canadian contractor was selected because the Department of Supply and 
Services considered his price of $7.8 million a reasonable alternative to the United 
States Air Force price of $5.2 million plus sales tax of $2.2 million which would have 
been payable under section 27 of the Excise Tax Act, R.S., c. E-13, on the value of 
the aircraft, as well as the modifications, on their return from the United States. 
While the sales tax would have been a charge to the National Defence appropria- 
tion, it would have been paid to the Department of National Revenue and thus no 
net cost to the Crown would have been incurred. By having the work done in 
Canada the Crown will incur additional costs in excess of $2 million. The contractor 
estimated that the work would provide jobs for 62 men for 26 months. 


143. Irregular contracting procedures. In January 1969 the Department of 
National Defence advised the Department of Supply and Services of a requirement 
in Canada for a facility to repair and overhaul a fleet of 10 helicopters which had 
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been acquired in 1968. The Department of Supply and Services assessed eight | 
proposals received in response to a request to the industry and in December 1969 | 
concluded that the contractor who submitted the lowest overall proposal was capable 
of meeting the objectives. However, in February 1970 the Department of National 
Defence informed the Department that final selection of the contractor should await 
the addition of 50 helicopters to its fleet in 1971. 


t 


In January 1971 the Department of Supply and Services was asked to seek | 
proposals for the new requirement with a view to establishing a repair and overhaul | 
facility in Canada in 1972-73. Despite evidence of increased interest in the larger 
requirement and the fact that the contractor selected originally had already been 
informed that new competitive proposals were to be solicited from the industry, the 
Department decided in July 1971 to negotiate on the basis of his two-year-old 
proposal. In December 1971 the Treasury Board approved entry into a contract for 
the period December 1971 to March 1973 at an estimated cost of $384,000. 


Section 5 of the Department of Supply and Services Act, R.S., c. S-18, requires 
purchases to be made in accordance with the Government Contracts Regulations 
which in turn require that tenders be sought. In our opinion tenders that are two 
years out of date and for a much smaller fleet do not satisfy this requirement, and 
the contract award is therefore irregular. Furthermore, the award without effective 
competition departed from the basic principles of a ‘‘Plan for the expansion of 
competition in contracting for repair and overhaul requirements” approved by the 
Treasury Board just two months earlier. 


nn 


144. Cost of the CF5 aircraft procurement program. In our past two Reports | 
(paragraph 124 in 1971) we have commented on the cost of procurement of 115 
Canadian-built tactical support aircraft. By October 1971 all the aircraft had been 
delivered and the total forecast expenditure remained at $215 million of which $209 
million had been expended. No allowance was made in the forecast for an additional 
$23 million claimed by the aircraft production contractor to offset cost increases for 
which he considered the Crown responsible. The contractor had been provided with 
a $15 million loan from the Defence Production Revolving Fund and was in default 
on his final payment of $8.2 million. 


The contractor’s claim was settled in June 1972 for $9 million, which the Crown 
has included in a claim it has made against the designer of the aircraft. 


Total forecast expenditure has been increased to $222 million of which $220 
million had been expended to August 31, 1972. Of this, $214 million has been 
charged to appropriations of the Department of National Defence and $6 million 
remains a charge to the Defence Production Revolving Fund. 
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Sixteen of the single-seat CF5 aircraft and two dual-seat trainers have been sold 
to a foreign country and are being replaced by eighteen dual-seat trainers from new 
production. (See paragraph 74 of this Report.) Of the current inventory of 91 CF5’s, 
43 are in storage. 


145. DDH 280 destroyer procurement program. In previous Reports (paragraph 
122 in 1971) we have referred to the increase in the estimated cost of four destroyers 
from $150 million in 1965 to $252 million in 1970 of which $171 million had been 
expended to October 1971. The estimate remains at $252 million of which $221 
million had been expended to November 30, 1972. Not included in the estimated cost 
or in the expenditure are additional related costs estimated at $53.5 million, some of 
which are for spares of a type normally included in capital costs. 


The contractual arrangements for earlier destroyer construction programs pro- 
vided basically for the payment of cost plus profit and there was little incentive for 
the contractor to reduce cost. Because of this, the Department of Supply and 
Services has been trying in recent years to introduce competitive fixed-price con- 
tracts in Canadian shipbuilding, first in repair and overhaul and then, with this 
program, in construction. The DDH 280 construction contracts were awarded after 
competitive tender, to the lead yard for a fixed price and to the follow yard on a 
target-incentive basis. 


In ship construction, design and specification changes seem inevitable. To 
maintain the incentive inherent in the original contract, it is necessary for the 
Crown and the shipyard to analyze the effect changes will have on cost and 
negotiate appropriate adjustments to the contract price. Clearly if the volume of 
changes is high or if their nature makes it difficult to assess the cost, there is a 
substantial risk that the procedure will break down. 


In 1971-72 the fixed-price contract with the lead yard and the target-incentive 
contract with the follow yard were increased $35 million in total, for additional 
work, design changes, delay and disruption, and anticipated escalation in the cost of 
material and labour. Two lump-sum adjustments account for $28 million (80%) of 
the total, and represent about 25% of the revised contract prices. Twenty amend- 
ments to each contract to September 1972 have incorporated 853 changes into the 
lead yard contract and 775 into the follow yard contract. This high volume of 
changes together with further changes in the scope of the work which are not 
specifically identified, and a shortage of qualified departmental estimating and 
negotiating personnel have necessitated the lump-sum settlements. A further conse- 
quence is the inability of the Department of Supply and Services to state how much 
of the $35 million relates to the non-productive costs of delay and disruption which 
the shipyards have indicated to be in excess of $7 million. 


In our opinion the advantages of competitive tendering and the fixed price 
have been lost in this case. 
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In this connection the Department of Supply and Services might consider 
adoption, for ship construction contracts, of the recommendation made by the 
Public Accounts Committee in its EKighth Report 1966-67, relating to contracts for 
ship repairs and alterations (see Appendix 1, item 19): 


that, in addition to all other methods which the Department might be able to employ in 
controlling the cost of extras, ship repair contracts be drawn up to provide that when 
extras are involved they shall be undertaken on a cost-plus or a modified cost-plus basis, 
the profit to be limited to the percentage of profit realized on the original contract price, 
with a proviso that no loss be suffered on the extras and with the entire contract subject 
to cost audit by government auditors. 


146. Additional costs of destroyer refits. In our 1970 Report (page 69) we described 
two instances where costs for docking and refitting naval vessels increased signifi- 
cantly over estimates because of errors or omissions in work specifications supplied 
by the Department of National Defence. 


During the year, we noted three instances where omissions in work specifications 
together with the Department’s inability to supply components for incorporation 
into the work contributed to cost overruns and gave rise to non-productive 
payments: 


1. INADEQUATE SPECIFICATIONS AND FAILURE OF GOVERNMENT SUPPLIED MATERIAL. In January 
1971 the Department of Supply and Services awarded a contract in the amount of $469,000 for 
known work on the refit of H.M.CS. Skeena. 


In June, while undergoing sea trials, the port main gearing failed due to the incorrect 
fitting of bearings. Other ships in this class had experienced similar failures but the recom- 
mended corrective measures had not been fully implemented at the time of this refit. In 
addition, components supplied from National Defence stocks failed. Associated additional 
costs paid to the contractor amounted to $43,000. Further costs of repairs to the port main 
gearing undertaken by the Department have not been determined. 


2. LATE DELIVERY AND UNAVAILABILITY OF GOVERNMENT SUPPLIED MATERIAL. In March 1971 the 
Department of Supply and Services awarded a contract for known work on the refit of 
H.M.CS. Saskatchewan at a cost of $327,000 and expected that additional work arisings would 
amount to $113,000, for a total cost of $440,000. In June, known work included in the 
fixed-price portion of the contract at $11,000 was deleted. 


The refit was completed in June 1971 at a total cost of $452,000. Included as additional 
work arisings were $8,000 to manufacture $1,000 worth of stud bolts because they were not 
available from National Defence stocks, and $19,000 for overtime and extended dockyard 
services due to late delivery of components supplied by the Department. 


These non-productive costs totalling $26,000 accounted for the cost overrun. 


3. FAILURE TO SUPPLY OR NEED TO REWORK GOVERNMENT MATERIAL. In July 1971 the Depart- 
ment of Supply and Services obtained Treasury Board authority for the refit of H.M.CS. 
Fraser at an estimated cost of $940,000 comprising $776,000 for known work and $164,000 for 
additional work arisings. 


Two contract amendments dated November 1971 and February 1972 incorporated 473 work 
arisings valued at $378,000 and 5 deletions of known work included in the fixed-price portion 
of the contract at $94,000, which brought the final contract cost to $1,060,000. 
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Included in this cost was an amount of $50,000 for the manufacture of numerous 
components which the contractor had to supply or rework because they either were not 
available from National Defence stocks or were supplied by the Department and found to be 
defective. The contractor was also paid $44,000 for overtime premium and $5,000 for additional 
labour required to make up for delays caused by late delivery or unavailability of Crown 
supplied materiel and the late arrival of Crown personnel. 


Deletions from the contract included known work for habitability valued at $87,000, which 
was completed in the naval dockyard in Halifax. We have been unable to determine the exact 
relationship between the scope of the work originally planned and that done at the dockyard 
but the cost increased to $144,000, bringing the total cost of refitting H.M.CS. Fraser to 
$1,204,000. an increase of $264,000 (28%) over the estimate approved by the Treasury Board. 


147. Restigouche Class destroyer conversion program. In our Reports for 1968 and 
1969 (page 78 1n 1969) we commented on the decision by the Department of National 
Defence to reduce from seven to four the number of Restigouche Class destroyers to 
be included in a conversion program. The Department estimated that $4.3 million of 
the reduced program cost of $49.7 million related to material which became surplus 
as a result of the reduction in the program. This material was being retained for 
possible use in future ship conversions and refits or as spares. 


Two of the destroyers were converted in the Department’s naval dockyards at 
Halifax and Esquimalt and a contract for the conversion and refit of the other two 
destroyers, H.M.C.8. Kootenay and H.M.CS. Restigouche, was awarded in May 1970 
to the lowest of six tenderers at a firm price of $5.2 million for known work. 
Additional work was anticipated for which the Department had made a further 
provision of $1.5 million. The latter conversions were unusual in the following 
respects: 


1. The contract originally included a 12-month warranty period in respect of all work but in July 
1970 the warranty period for maintenance and repair work was reduced to 90 days without any 
reduction in the price. 


2. Originally providing for delivery of the Kootenay by June 1971 and the Restigouche by 
September 1971, the contract was amended in January 1971 changing the delivery dates to 
August and October 1971 respectively. Despite evidence that the contractor was unable to 
provide sufficient manpower to meet the delivery dates for these two ships, he was awarded the 
repair and refit contract for H.M.C.S. St. Laurent, the work to be done concurrently during the 
period August to November 1971. He did not achieve a satisfactory rate of progress with the 
result that the first two ships were delivered even later, the Kootenay in January 1972 and the 
Restigouche in May 1972, with numerous items of work still outstanding. The cost to the 
Department of National Defence of the delays in delivery of the ships has not been calculated. 

3. Six weeks after taking delivery of the Restigouche, examination revealed extensive corrosion 
damage to the main propulsion and auxiliary systems of the ship. As preliminary investiga- 
tion indicated that the corrosion was related to a chemical cleaning of the main boiler carried 
out by a subcontractor, the contractor was advised in July 1972 that he was being held 
responsible for all costs of rectification. He has denied liability. 


4. In September 1972 tenders were invited from five shipyards for repair of the corrosion damage 
and the previous contractor was the only shipyard to submit a tender. Other yards withheld 
their tenders protesting against certain aspects of the invitation to tender. Without prejudice 
to the rights of the Crown with respect to recovery of the costs of repairing the corrosion 
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damage, a contract was entered into at an estimated cost of $584,000 and repair of the ship is 
now 1n progress. 


5. The value of the conversion contract at December 31, 1972, was $6,397,000. The contract | 
provides that there shall be withheld from payments to the contractor a warranty holdback of | 


2% of the contract value and a further amount equal to double the value of defects and 
deficiencies outstanding on delivery. Based on a Department of Supply and Services’ estimate 
of the value of credits still to be negotiated for deficiencies, an amount of $240,000 should have 
been withheld. Payments to the contractor of $6,225,000 therefore exceed by $68,000 the 
amount payable under the terms of the contract. 


6. The contractor has claimed a further $3.2 million as compensation for delays and costs he 
considers attributable to the Crown. The claim is under review by the Departments of National 
Defence and Supply and Services. 


148. Cost of vacant accommodation following closure of Canadian Forces Base | 


Gimli, Man. In August 1970 the Minister of National Defence announced the | 


phase-out of military operations at Canadian Forces Base Gimli by September 1971. 


A general reduction in the size of the Forces, a change in Force priorities and the | 


fixed defence budget were given as the factors leading to this decision. 


In 1965 the Department had entered into an agreement with a development 
company whereby, for a period of 20 years, the Department guaranteed to the 
company a gross monthly rental of $14,200 from the leasing of 150 housing units to 
be constructed at Gimli, primarily to accommodate married personnel assigned to 
the Base. No payments have been required under this guarantee. For reasons which 
we have been unable to determine, the Department entered into a second agreement 
in 4967 to lease the same housing units from the company from 1968 to 1977 at a 
monthly rental of $19,000, the rental being subject to review and retroactive adjust- 
ment every two years to reflect changes in operating costs. This agreement suspend- 
ed the original agreement for the ten-year period. The monthly rental was adjusted 
to $22,000 in January 1970 and $21,500 in January 1972. The reduction in January 
1972 resulted in part from an overestimate of heating and other costs in the previous 
period. This reduction would have been greater had provision not been made for an 
increase from 4% to 8% in the rate of return on the company’s equity in the housing 
units with effect from the date of the Department’s announcement of the closure of 
the Base. As the return on the company’s equity is not an operating cost, this 
adjustment of the rate is questionable. 

The Department declined an offer by the development company to terminate 
both agreements in December 1971 on payment of $2 million, and the monthly 
rental payments continue to be made under the terms of the lease. Of the rentals 
paid for the year ended March 31, 1972, we estimate that approximately $220,000 
was in respect of vacant units and was therefore non-productive. 


149, Acquisition and disposal of residential properties, Canadian Forces Base 
Gimli, Man. As mentioned in paragraph 148 of this Report, the Department of 
National Defence announced in August 1970 that this Base would close in Septem- 
ber 1971. In order to protect Service personnel from losses they might incur through 
sale of their privately-owned residences on the open market, the Department 
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obtained Treasury Board authority to purchase 44 of these properties at 85% of 
their appraised value at July 1, 1970, as determined by Central Mortgage and 
Housing Corporation. 


Between October 1971 and January 1972 the Department acquired 20 residences 
at a total cost of $181,000 which was charged to Vote 10—Defence Services—Capital 
expenditures. These residences were declared surplus when they were acquired, and 
by August 31, 1972, Crown Assets Disposal Corporation had sold ten of them at a 
loss to the Crown of $27,000. 


As the Department did not require the residences, the charge to the capital 
expenditure vote was irregular, the loss on sale being in effect a special allowance to 
Service personnel. 


150. Abandoned plans, Canadian Forces Base Bagotville, Que. In June 1970 
Defence Construction (1951) Limited engaged an architectural firm to carry out a 
preliminary site investigation, to report thereon, and to prepare preliminary draw- 
ings, specifications and a cost estimate for a 16-room addition to a school at 
Canadian Forces Base Bagotville for a fee estimated at $15,500. The Treasury Board 
later approved an increase in the fee to an estimated $40,000, based on 75% of the 
normal percentage fee for complete design and supervision of construction, to cover 
final design, specifications and a construction cost estimate. Supervision of construc- 
tion was to be carried out by the Company. 


In August 1971 the Department of National Defence decided that 210 secondary 
school students would be placed in non-service schools and the planned addition 
became unnecessary. The firm was paid $55,000 although the increase of $15,000, 
covering the cost of translation and a cost control plan, had not been approved by 
the Treasury Board as is required. 


In February 1972, to meet the needs of elementary classes, the Company 
directed the same firm to produce preliminary drawings, specifications and a cost 
estimate, for a fee estimated at $10,000, for a smaller addition and modifications to 
the school, and modifications to a second school at this Base. With the approval of 
the Treasury Board the contract was later amended to include the preparation of 
final working drawings, specifications and a cost estimate for a fee estimated at 
$30,300, based on 75% of the normal percentage fee for complete design and 
supervision of construction. A construction contract was awarded in October 1972 
with supervision of construction to be carried out by the Company. 


Since the architectural firm was paid its full fee for both designs, the cost of the 
original design, $55,000, less the cost of the initial site investigation, $2,000, must be 
considered non-productive. 


151. Excessive cost of accommodation for militia unit, Kitchener, Ont. In 1962 the 
Department of National Defence entered into a lease for a period of five years 
ending on August 31, 1967, to provide accommodation in Kitchener for local militia 
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units. The annual rental for the period of the lease was $22,338 and the terms of the | 
lease provided the Department with options to renew at the same rent for two | 
additional two-year terms. The first of the renewal options extending the lease to | 
August 31, 1969, was exercised. The Department, in view of an expected decrease in | 
the Reserve Force, decided not to exercise the second option but renegotiated the | 
lease to provide for a month-to-month tenancy with an increase in the monthly | 
rental from $1,862 to $2,500 effective September 1, 1969. 


At March 31, 1972, the lease was still in effect although of the three militia units | 
with a total strength of 166 on September 30, 1969, two had been disbanded by 
March 1970 and the remaining unit had a strength of 33 in March 1972. The cost of | 
leasing these premises and related maintenance costs have been drawn to the | 
attention of the Department by its internal audit division on two occasions since | 
1970. With a view to reducing costs, consideration has been given to various options | 
available including leasing a smaller area in the same building, disbanding the unit, 
or relocating it in another building in Kitchener or in the departmental armoury in | 
Galt some 12 miles away, but no decision has yet been made. | 


The cost of retaining this accommodation beyond March 31, 1970, when two of | 
the militia units had been disbanded and the third had a strength of 82, appears | 
excessive. The annual cost, including rental, caretaker services, heat and power, is | 
approximately $45,000, or $115 per month for each member on strength in March | 
1972. 


152. Ex gratia payment to a contractor. In June 1963 the Department of Supply | 
and Services awarded a contract to the lowest of five tenderers for the supply of ten | 
static converter power supply units to the Department of National Defence at a firm | 
price of $155,000. The contract was subsequently amended to provide for the supply | 
of one additional unit and for changes in federal sales tax increasing the cost to | 
$177,000, and to revise delivery dates providing for a delay of almost 3 years. | 
However, as a result of difficulties experienced by the contractor in meeting — 
specification performance requirements, delivery of the units was not completed | 
until April 1968. 


In June 1968 the contractor requested an upward adjustment of $276,000 in the © 
total price. Following lengthy negotiations between the two Departments and the 
contractor, it was finally agreed that, although under the terms of the contract there 
was no legal liability on the part of the Crown to pay these additional costs, the © 
contractor should be compensated for the unreasonable length of time taken by the 
Department of National Defence to respond to requests by the contractor for 
permission to substitute components which did not strictly conform to military | 
specifications and for a benefit received by that Department over a two-year period © 
from an “interim” unit supplied by the contractor in April 1965 and rebuilt to 
production configuration in 1968. 
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In accordance with a 1958 Treasury Board directive on extra payments to 
contractors when there is no Crown liability, Treasury Board approval was obtained 
in March 1971 for a contract amendment authorizing payment of an additional 
$46,000 calculated on the basis of 50% of the costs incurred by the contractor for both 
the delays and the refurbishing of the “interim” unit. This amount was paid in 
October 1971 and the portion which was allowed in consideration of delays attribut- 
able to the Department of National Defence, $38,000, may be considered 
non-productive. 


Because there was no legal liability this payment was, in our opinion, ex gratia. 
However, as it was not identified as such, it has not been reported in the Public 
Accounts, contrary to a recommendation of the Public Accounts Committee in its 
Second Report 1961 concurred in by the House of Commons on April 26, 1961. 


153. Repair cost resulting from inadequate design, Suffield, Alta. In January 1971 
Defence Construction (1951) Limited entered into a contract for the design, fabrica- 
tion, supply, installation and start-up of a destructor for the thermal degradation of 
chemical substances, particularly the pesticide DDT, at Defence Research Establish- 
ment Suffield at a cost of $150,000. Installation and start-up of the facility were 
completed in June 1971 and full operation was achieved in October 1971. 


The contract called for provision of a control console with all the temperature 
controls and safety shut-off equipment necessary for operation of the destructor. 
However, on October 22, 1971, a failure in the water supply caused a stoppage of 
water to the destructor resulting in extensive heat damage. The repair of the 
damage was completed by the contractor in March 1972 at a cost of $34,600 including 
$3,700 for additional controls. 


Notwithstanding the apparent inadequacy of the control equipment designed 
and supplied by the contractor, the full cost of the repairs, $30,900, was absorbed by 
the Defence Research Board. 


154. Inability to express an opinion as to the correctness of the accounts and 
financial statements of the National Harbours Board. In recent years we have repeated- 
ly drawn the attention of the management of the National Harbours Board to 
inadequacies and weaknesses in the Board’s accounting and administrative proce- 
dures and the system of internal control. Attention has been drawn to the matters of 
major concern in our 1969, 1970 and 1971 Reports to the House of Commons 
(paragraphs 130 to 138 in our 1971 Report). In our examination of the accounts for 
the year ended December 31, 1971, we found that the situation was unsatisfactory to 
the point where we were unable to express an opinion as to the correctness of the 
Board’s accounts and financial statements, and consequently our report of May 30, 
1972, to the Minister of Transport on the audit of the Board’s accounts for the year 
ended December 31, 1971, included the following: 
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The condition of the accounts and records of the Board during the year 1971 has continued to 
be unsatisfactory. It is therefore with regret that I have to advise you that I am unable to 
express an opinion as required by section 77 of the Financial Administration Act on the 
validity of either the accounts or the financial statements of the Board for the year ended | 
December 31, 1971. 


Subsequently, all the matters of audit concern were summarized in a letter to the 
Board’s Chairman. 


The continuing inadequacies and weaknesses disclosed by our test examina- | 
tions, which made it necessary for us to come to this conclusion, are: 


1s 


INADEQUATE DOCUMENTATION AND FOLLOW-UP. In recent years we have noted many instances 
of the Board’s failure to require the completion of the necessary legal formalities before 
permitting its assets to be used by others. Such failures sometimes result in non-collection of 
revenue from customers or tenants or in litigation. Details of such instances were given on page © 
83 of our 1969 Report, page 75 of our 1970 Report and paragraph 130 of our 1971 Report. The | 
situation noted in the course of our examination of the 1971 accounts is dealt with in 
paragraph 155 of this Report. 


. DEFALCATION AT MONTREAL HARBOUR. During 1971 the misappropriation of Board funds by a | 


legal officer employed at the Montreal Harbour came to light through the confession of the | 
employee responsible. The irregularities were made possible by lack of adequate internal 
control over compensation payments due to owners of expropriated properties. This case is | 
fully described in paragraph 135 of our 1971 Report and paragraph 159 of this Report. | 


. INADEQUATE PROVISION FOR DOUBTFUL ACCOUNTS RECEIVABLE. Inadequate provision was 


made in the Board’s accounts for long-outstanding and doubtful accounts receivable totalling 
over $700,000 at the Quebec, Montreal and Trois-Riviéres Harbours. Our examination of the | 
accounts receivable disclosed numerous instances where customers’ balances, some of them | 
significantly in arrears, greatly exceeded the credit limits established for those customers. 


. FAILURE TO COMPLY WITH STATUTORY REQUIREMENTS WITH RESPECT TO CONTRACTS. The | 


Board had not complied with the requirements of section 13 of the National Harbours Board | 
Act, R.S., c. N-8, in the following instances: 


(a) Tenders were not called, and the approval of the Governor in Council was not sought, for — 
the construction of a van carrier maintenance building at Centennial Pier, Vancouver | 
Harbour. The work was carried out by the lessee at a cost of $73,000. 


(b) A $39,000 contract for the demolition of structures on expropriated properties in North | 
Vancouver was entered into following invited rather than publicly advertised tenders. | 


(c) Publicly advertised tenders were not called for the continuing service of cleaning up oil 
spills in Vancouver Harbour. During 1971, $73,000 was expended of which $67,000 was paid — 
to one company for rendering the service on 18 occasions. In December 1972, the Governor © 
in Council gave ex post facto approval of the payments made prior to December 31, 1971. 


. LACK OF INTERNAL CONTROL AT CHURCHILL HARBOUR. Four members of the same family 


including the port manager are involved in the administration and operation of this port. — 
Abuses have occurred in the scheduling of work resulting in questionable amounts being paid 
for overtime, and we are concerned over a possible breakdown in internal control. 


. FAILURE TO TAKE A COMPLETE PHYSICAL INVENTORY, QUEBEC HARBOUR. For at least four 


years the stores inventories at Quebec Harbour with a book value of approximately $140,000 
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have not been physically counted. Each year we were advised by port management that steps 
would be taken in the then current year to remedy this situation. In the year ended December 
31, 1971, when certifying the quantity and value of inventories to us, the port manager and 
district services officer stated: 

Again this year, no inventory was taken. The situation has not yet been resolved. 

Although some necessary corrections are reflected in [the stated value of inventory], 

arrangements will be made for a complete and thorough investigation in 1972. 


Our test examinations in recent years disclosed that approximately 25% of the items 
counted by us differed from the stock ledger cards. However, we were advised by the Board in 
November 1972 that a complete physical inventory had been taken and the necessary adjust- 
ments recorded in the books. 


7. LACK OF A BASIC SAFEGUARD IN A LEASE. A lease at Vancouver Harbour calling for a charge to 
be paid on each ton of cargo shipped does not include a provision enabling the Board to audit 
the lessee’s records with respect to tonnage shipped or a provision that his auditor shall 
confirm the figures to the Board. We have been informed by the Board that it now has the 
tenant’s permission to audit his records and that an audit is to be carried out. 


8. REDUCTION OF WHARFAGE CHARGES WITHOUT APPROVAL OF THE MINISTER. Since 1968 a 
shipping company has rented Board property and is presently paying an annual rental of 
$217,000 for 844,000 square feet. One of the terms of the ‘“Heads of Agreement” between the 
Board and this company is as follows: 


The Board will permit 50% of wharfage earned over Berth ... in any lease year in excess 
of $100,000 to be applied by [the Lessee]... against moneys due to the Board in that 
lease-year in respect of buildings, land and railway. 


In the past three years the company’s reduction has equalled the rent paid. Although the Act 
requires that a reduction of charges in this way requires the approval of the Minister, the 
“Heads of Agreement” was not approved by the Minister and it was only in December 1972 
that a formal lease was submitted to the Minister for approval. This lease includes the 
following clause concerning rebate of wharfage: 


That the Lessee shall be entitled to a rebate of 50% of the amount of the wharfage earned by the 
Board over the wharf at Berth .. in any lease-year in excess of $100,000.00 (which wharfage shall not 
be deemed to include demurrage); PROVIDED that such rebate shall not exceed the total of the 
rental payable under Section IV above for the respective lease-year and the rental payable by the 
Lessee to the Board for the respective lease-year under any siding agreements covering trackage 
serving the designated premises, which rebate shall be made to the Lessee by the Board with despatch 
shortly after all the wharfage so earned has been received by the Board ... 


9. FAILURE TO ASSESS OR DELAY IN ASSESSING CHARGES. 


(a) Harbour dues and berthage at Saint John Harbour incurred by a company during 1970 
and 1971 were not invoiced until September 28, 1971, and at the same port the Board had 
not been assessing penalties for the removal of goods without releases and without 
unloading certificates as required under its by-laws. 


(b) Four years elapsed from the time hydro cables were installed on the Champlain Bridge, 
Montreal until bills were sent out in August 1971 for the easement. 


Additional matters having a bearing on the accounts and financial statements 
of the Board are described in the following paragraphs in this Report: 


156—Failure to verify basis of harbour dues 


157—Harbour dues not collected on deck cargo 


126 REPORT OF THE AUDITOR GENERAL — 1972 


158—Amounts due to the National Harbours Board not recorded in its accounts 
162—Dispute between the National Harbours Board and the Department of Public Works 


The Board has informed us of its views on many of the matters raised by us and 
has indicated the steps taken or planned to remedy the inadequacies, weaknesses 
and inconsistencies. The matters are being looked into under the personal direction 
of the Chairman of the Board. However, in our opinion, the Board requires an 
experienced comptroller, with full authority to co-ordinate the efforts being made to 
strengthen the administrative, accounting and internal control procedures and to 
ensure that they are properly maintained in the future. The lack of such an officer is 
largely responsible for the unsatisfactory situation which has prevailed for several 
years. 


155. Inadequate documentation and follow-up. In previous Reports (paragraph 
130 in 1971) we have drawn attention to instances where the National Harbours 
Board had failed to require the completion of the necessary legal formalities before 
permitting its assets to be used by others. In May 1971 the Public Accounts 
Committee examined the corresponding paragraph in our 1969 Report (page 83) and 
in its Sixth Report to the House dated June 30, 1971, reeommended 


that the National Harbours Board discontinue the practice of granting of the use of its assets 
to others prior to the signing of a contract; the absence of such a document can lead not only 
to disagreement and litigation but also to deprivation of the public purse over protracted 
periods. The Committee realizes that the Board is presently being reorganized and hopes that 
the type of difficulties including those of the legal department referred to under paragraph 
122 will be eliminated in the future. 


The matters presently remaining unresolved include the following: 


1. THE ABSENCE OF A LEASE WITH AN OIL COMPANY FOR THE RENTAL OF SPACE, ST. JOHN’S 
HARBOUR, NFLD. The oil company vacated the property in 1967 and since then has been 
disputing rental charges of $47,000. Legal proceedings against the company are still in 
progress. 


2. JOINT VENTURE AGREEMENT FOR THE OPERATION OF GRAIN ELEVATORS, SAINT JOHN, N.B. This 
agreement has been in effect since January 1, 1967, and permits the Board to examine the 
partner’s records relating to the operation of the elevators. The Board has not yet made such 
an examination and has accepted its share of the profits as calculated by the partner. 


3. THE ABSENCE OF LEASES WITH PRIVATE OPERATORS FOR THE OPERATION OF CERTAIN PIER 
FACILITIES, VANCOUVER, B.C. The leases with three operators have still not been completed 
despite the fact that the facilities have been operated by them since September 1968. The 
amounts due under tentative agreements with the operators are being paid on a current basis 
by two of them, but the third was approximately $270,000 in arrears at October 31, 1972. This 
amount is partially offset by an amount of $150,000 claimed by the operator from the Board. 


4. LAXITY IN FINALIZATION OF LEASES AND REVISION OF RENTAL RATES. Five of the seven tenants 
noted in our 1971 Report as having occupied Board property at Montreal for periods of up to 
fifteen years without leases continue to do so. This year we noted two other tenants who are 
occupying Board property without leases. We noted last year that rental rates under two leases 
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that provided for rate revisions had not been revised. These leases have expired and although 
the former lessees continue to occupy the property only one of them has signed a new lease. 


Two of the three tenants who occupied Board property at Quebec without leases continue 
to do so. 


At Vancouver there has been no change for many years in the rentals under two leases 
which permit continued occupancy on a year-to-year basis after the original expiry date even 
though adjacent Board properties are commanding higher rates. 


At Saint John, N.B., we have noted that six tenants have been occupying Board property 
without leases, one since 1959. 


156. Failure to verify basis of harbour dues. Harbour dues in eastern Canadian 
ports are assessed on the gross registered tonnage of a vessel according to tariffs 
established by the National Harbours Board’s by-laws which are approved by the 
Governor in Council. This gross tonnage is determined by computing the volume of 
the vessel’s enclosed spaces in cubic feet and dividing by 100 to arrive at the tonnage 
figure. Because modern ship design permits changes increasing the carrying capacity 
of the vessel to be made quickly, for instance the temporary protection of deck space 
to carry additional cargo, the Board relies on ships’ certificates in assessing dues 
rather than on the shipping registry as formerly was the case. However, the tonnage 
shown in many of these certificates was determined before the vessel was modified 
and steps are not ordinarily taken by the ports to ensure that the tonnage on which 
charges are based includes any additional capacity obtained by means of modifica- 
tions. Although some certificates state the tonnage of the vessel when in open 
shelter-deck condition together with the tonnage of the vessel when in closed 
shelter-deck condition, the ports, because of inadequate scrutiny of incoming vessels, 
are unable to verify a claim that the lesser tonnage capacity is applicable. 


| 


Similarly, at the port of Vancouver, where the by-laws call for “‘net registered 
tonnage” to be used, the ship agent’s declaration of tonnage is accepted without 
verification and forms the basis for the calculation of the revenue. 


We understand that the problem with shelter-deck ships’ certificates is a world- 
wide one and that attempts have been made to rectify it by an International 
Conference on Tonnage Measurement held in London in 1969. This Conference 
recommended a new basis for tonnage measurement which, however, has not yet 
been ratified by all countries. 


In connection with this problem the Board has advised us as follows: 


It is a long-term problem which could be partially remedied if our by-laws were to be revised 
on a different basis. We are reluctant to do this because the new convention basis for tonnage 
measurement when fully ratified will be most beneficial for authorities whose charges are 
based on gross tonnage. 


We feel that the advice we have given the ports does not overrule or contravene the by-laws, 
but rather serves as guidance in a proper and practical application. It is possible that our 
advice has not been fully understood and we intend to clarify any possible misconceptions at 
an early date. 
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We are also advised by the Board that the by-law of the Vancouver Harbour 
covering dues will be changed to require gross tonnage to be used. 


In our opinion every effort should be made by the Board to clarify and fully 
apply the harbour dues and berthage rates at the various harbours in order to ensure 
that the full amount of harbour dues properly payable is collected. 


157. Harbour dues not collected on deck cargo. Timber, stores and other goods are 
sometimes carried on a ship’s deck as deck cargo and the trend towards the 
containerization of cargo has resulted in ships frequently carrying more deck cargo. 
However, the tonnage figures used by the National Harbours Board in assessing 
harbour dues do not take deck cargo space into account and as a result revenue is 
being lost. 


The Canada Shipping Act, R.S., c. S-9, (section 102) requires that the tonnage of 
the space occupied by any deck cargo be added to the ship’s register tonnage for the 
purpose of determining dues payable on the ship’s tonnage. 


The Board contends that the Canada Shipping Act 1s not applicable as it refers 
to register tonnage (net tonnage) whereas the harbour dues by-law for eastern 
Canadian ports is based on gross tonnage, which includes space occupied by 
machinery and crew, and the Vancouver Harbour dues by-law will be changed 
shortly to gross tonnage from net tonnage. In any case neither tonnage, net or gross, 
includes deck cargo space which means that cargo going through National Harbours 
Board ports in this manner is not taken into consideration in determining dues 
payable on the ship’s tonnage. 


We are of the opinion that this deck cargo space should be taken into account, 
and the Board’s by-laws revised accordingly in order to ensure that the full revenue 
to which the Board is entitled is being collected. 


158. Amounts due to the National Harbours Board not recorded in its accounts. In 
accordance with the National Harbours Board Act, R.S., c. N-8, the harbour at 
Quebec comprises the St. Lawrence River and the shores thereof to the high water 
mark between specified points on either side of the City of Quebec. 


Approximately 234 acres of this harbour property has been taken over by the 
following public bodies without payment of compensation to the National Harbours 
Board: 


Province of Quebec, Department of Roads— 


Bea OM TIGis swan let crates he eee i oa Tees Ot Oren. 1 See ann ee ee 105 acres 

Winlfets Govern Tae ha: Aa |, RE Se ne, Ba, TCE eee APN ROR. eee 26 acres 
Canadian National Railways— 

Beauport, Higts s :5.5 Uix sascons wars area mean maaan eee ened Sac OP eee eee ste re ee he 103 acres 


234 acres 
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No claim has been made by the Board for compensation for this land nor is any 
amount recorded in the accounts as receivable with respect to it. 


The value of the land at Beauport Flats, excluding the value of fill provided by 
the occupants, is estimated at from $350,000 to $1,000,000. The ownership of a 
portion of this land is in dispute between the Federal and Provincial Governments 
and the Board considers that no asset should be recorded in the accounts until the 
question of ownership is resolved. 


The value of the land at Wolfe’s Cove is estimated at $274,000. 


In our opinion the Board should establish its position with respect to the 
Beauport Flats land, submit claims with respect to all the properties, record them in 
its accounts and vigorously pursue a settlement with the Province and the Canadian 
National Railways. 


159. Defalcation by National Harbours Board employee. We reported last year 
(paragraph 135) that in September 1971 a legal officer of the National Harbours 
Board had confessed to having misappropriated Board funds by forging the payee’s 
endorsement on cheques issued in the names of the former owners of expropriated 
property on certain islands in the St. Lawrence River near Montreal. The cheques 
had been turned over to the legal officer for delivery to the payees in exchange for 
deeds of acquittance. 


On November 1, 1971, the Board employed a firm of public accountants to 
ascertain the extent of the defalcation and to make recommendations to avoid 
recurrence of a similar situation. The firm’s report to the Board on December 22, 
1971, indicated that on 23 occasions between 1967 and 1970 the legal officer had 
forged the payee’s endorsement on cheques totalling $51,000. He subsequently paid 
$1,400 to three former owners reducing the defalcation to $49,600. The reeommenda- 
tions contained in the report have not yet been completely implemented. 


The legal officer was prosecuted and sentenced to two years in penitentiary. 
The Board claimed reimbursement of the loss from the bank which had accepted the 
forged endorsements. The bank reimbursed the amount of one cheque, $3,800, and 
subsequently offered a further $30,000 in full settlement of the claim. Six weeks later 
the offer was withdrawn and the bank sought relief from its liability on an ex gratia 
basis referring to an undertaking given on June 30, 1965, by the then Minister of 
Finance to The Canadian Bankers’ Association that the Treasury Board was 
prepared to consider representations from banks and to recommend relief on an ex 
gratia basis in the following cases: 


1. Where a person having the same name as the payee receives a cheque because the cheque was 
sent to an incorrect address or where an insufficiently precise address was used as a result of 
negligence or carelessness on the part of Crown employees. 


2. Where the issue of cheques is obtained by means of fraudulent practices by public servants. 
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3. Where the bank is not advised of a forgery within a reasonable time after the Crown becomes 
aware of a forgery (a reasonable time for this purpose to be considered one year). 


The Treasury Board has not yet acted on the National Harbours Board request 
that the bank be relieved of its obligation and be repaid the amount of $3,800 
previously paid by it. An amount of $3,700 due to the former legal officer under the 
Public Service Superannuation Act is being held to be applied against the defalca- 
tion, the balance of which is to be charged to the Public Officers Guarantee Account. 
However, this does not relieve the National Harbours Board of its responsibility to 
continue its efforts to recover the full amount of the loss and to refund to the Public 
Officers Guarantee Account any amounts recovered. 


Since the cheques in question were not issued by means of fraudulent practices 
by public servants, the bank in our opinion is not entitled to relief under item 2, or 
either of the other items, of the undertaking given to The Canadian Bankers’ 
Association. 


160. Contract for the construction of a survey and inspection vessel. In paragraph 
136 of our 1971 Report we referred to a contract entered into in May 1970 by the 
National Harbours Board with the low tenderer for the construction of a survey and 
inspection vessel for use in Montreal Harbour at an estimated cost of $208,000. The 
scheduled completion date under the contract was November 2, 1970. 


The Board ordered the work under the contract to be stopped in April 1971 as 
the billings were then near the contractual amount and the vessel was far from 
complete. In March 1972 the Board obtained authority to spend an additional 
$96,000 to complete the vessel. This brought the estimated cost of the vessel to 
$304,000 which was $58,000 more than the amount of the second lowest tender in 
1970. Another contract was entered into with the same shipbuilder and this time the 
date of completion was fixed at June 30, 1972. 


Payments total $252,000 and progress claims totalling $48,000 remain to be paid 
under the completion contract. The vessel was launched in December 1972 but there 
is no indication as to when it will be ready for acceptance by the Board. 


The original contract contained a penalty clause as follows: 


Without restricting or affecting any other rights or remedies of the Board under this Contract: 
where the Contractor does not complete the work by the day fixed by Clause 1 for completion 
of the work but does complete the work thereafter, the Contractor shall pay to the Board 


(a) an amount equal to all salaries, wages and travelling expenses paid by the Board to 
persons superintending the work during the period of delay; 


(b) an amount equal to the value to the Board of the use of the completed work for the period 
of delay; and 


(c) an amount equal to all other expenses and damages incurred or sustained by the Board as 
a result of the work not being completed during the period of delay. 
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One of the terms of the second contract was that the Board retain a total of $8,900 
from the contractor’s holdback and security deposit, in consideration for which it 
waived any further claim under the penalty clause. 


However, the second contract contained an identical penalty clause and, as the 
contractor is already six months beyond the delivery date specified in the contract, 
the Board will have a claim against him for costs incurred by it during the period of 
delay. When we asked officers of the Board if they were recording their costs in 
anticipation of making such a claim, we were advised that they were not. 


161. Ex gratia payment by National Harbours Board. In 1961 the National 
Harbours Board began negotiations with a prospective tenant for the lease of 
property at Montreal Harbour. However, it was not until 1969 that a lease was 
executed for a term of 17 years commencing in 1966. The delay of eight years was In 
part due to small portions of the proposed leasehold being under the administration 
of the Canadian National Railways and The St. Lawrence Seaway Authority. 
Although the tenant had occupied the property continuously from 1962 the Board 
received no rent until January 1967, when the tenant was charged $71,000 for the 
period from October 1, 1962, to September 30, 1966. Thereafter the rent payable 
under the lease was $28,000 per annum. 


In 1965 the Board learned that a portion of the occupied property was required 
by the Canadian Corporation for the 1967 World Exhibition. The tenant agreed to a 
change in the site but claimed $202,000 for costs incurred in improvements to the 
area vacated. Although the Board was of the opinion that no legal claim existed 
because the expenditures were made by the tenant in the absence of a lease, it felt 
that compensation should be paid as the tenant had acted in good faith and had 
grounds for believing that a lease would be granted. 


In September 1971 the Governor in Council approved an ex gratia payment of 
$56,000 to the tenant. 


162. Dispute between the National Harbours Board and the Department of Public 
Works. In the past two years (paragraph 137 in 1971) we have referred to a dispute 
between the National Harbours Board and the Department of Public Works relating 
to water consumption at Quebec Harbour in the years 1958 to 1967. We suggested 
that the Board cancel its charge of $52,000 against the Department for water 
supplied between September 1964 and June 1967, because the water supplied in this 
period was charged directly to the Department by the City of Quebec, and that it 
refund the amount of $25,000 claimed by the Department with respect to water 
supplied between September 1958 and April 1964 because the Department had paid 
both the Board and the City for the water supplied in this period. 


The Board had agreed to these suggestions but stated that it would not give 
effect to them until the Department paid annual charges to cover maintenance, 
return on capital cost and an easement over other Board property with respect to the 
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water supply line. This was the first time that the question of these charges had been 
raised and the Board advised the Department in April 1971 that they amounted to 
$55,000. 


It was not until February 1972 that the Department formally denied liability, 
taking the position that the rental it was paying to the Board covered use of the 
property including the water supply line. In support of this it pointed out that the 
water supply line which had been constructed around 1950, a number of years before 
the construction of the buildings on the property rented by the Department, served 
other properties as well as fire hydrants and that the Department had paid for at 
least part of the cost of connecting the property rented by it at the time of 
construction. Furthermore, when the property was rented from the Board it was at 
no time envisaged that a separate charge would be made for the use of the water 
supply line. The Board is reconsidering its position and as a consequence no 
agreement has been reached. 


It is difficult to understand how a dispute between government organizations 
revolving around events which had their origin many years ago could be permitted 
to go unresolved month after month. It is of course completely illogical that because 
of this unresolved dispute the Board should retain on its books an account receivable 
from the Department of Public Works for $52,000 which everyone agrees is not owing 
and refuse to include in its accounts an obligation of $25,000 to the Department 
which amount everyone agrees was paid to the Board by the Department in error in 
the years 1958 to 1964. 


163. Provincial payments to federal hospitals under the Hospital Insurance and 
Diagnostic Services Act. We have referred in our Reports for the past eight years 
(paragraph 139 in 1971) to our inability to determine whether the terms of the 
agreements with the various provinces under the Hospital Insurance and Diagnostic 
Services Act, R.S., c. H-8, relating to payments to federal hospitals, were being 
observed in all cases due to the inadequacy of accounting and medical records in 
some hospitals and to the delay in the preparation and submission of returns and 
billings. With two exceptions, Frobisher Bay General Hospital and Inuvik General 
Hospital, the situation is now satisfactory. However, until such time as these two 
hospitals furnish budgets and financial returns on a current basis, it will not be 
possible for us to determine whether per diem rates being received by them are 
equitable. 


164. Frauds in the Old Age Security Program. In previous Reports (paragraph 
142 in 1971) we have referred to frauds amounting to $1,039,000 in the Old Age 
Security Program that an investigation had disclosed in 1969 following a routine 
check by the Department of National Health and Welfare of undelivered cheques at 
one regional office. Recoveries of about $532,000 had been made and the investiga- 
tion was continuing. 
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Further investigation by the Department has disclosed additional irregular 
payments bringing the total to $1,044,000 at October 31, 1972, of which $617,000 has 
been recovered. 


165. Guaranteed income supplement. The Old Age Security Act, R.S., c. O-6, 
provides for payments by the Department of National Health and Welfare, to 
pensioners under the Act, of a supplement to their monthly pension based on their 
income in the previous year if that income was below a stipulated amount. To 
obtain the supplement the pensioner must make an annual application showing his 
income for the preceding year. In previous Reports (paragraph 148 in 1971) we have 
drawn attention to overpayments of guaranteed income supplement that were being 
disclosed through the Department’s annual test of the income for the previous year 
as shown on the application for the supplement with that determined for income tax 
purposes for that year. Formerly these tests covered approximately 5% of the 
applications submitted. However, the test made in 1972 of 1971 income was increased 
to 10%. 


The following table shows the amount of the overpayments disclosed in each of 
the past six years: 


Overpay- 
Income ments 


checked disclosed 


EO Ge Peck ees tamara. wereaiie maereetes «TAG AE Se « Genk gs weak Hien Sme aaa DEED MET we pre 1966 $ 188,000 
MS A atari Os Ge akee eps Va ws eens Sa a Mies oy Bay grag iar a tee ep ge oie aes 1967 173,000 
BMG ne tee Sere teats fees AEE oh PYAR s GEE dee)o, Ws oto Keck Se Ghee GR Sted Mh os Meee ees auen 1968 267,000 
PO Rae SEDC tas Vier, GIA Sn AN SAECO, a LAdte outs hs Bhe ce ehh eeddia aa ance eee 1969 518,000 
WOM b ee, teria taic Sars Piette > ae Tis Bae FRAY Sore Vb Sere « ceo oie «conan. aerate 1970 222,000 
ROT ee MO te PM Staats eit MERRIE Mer er tie a eM Be Ree aR, 1971 262,000 


Failure to detect and adjust overpayments encourages the understatement of 
income in applications for the supplement. In our opinion the present check, much 
of which is carried out manually, covering the total case load only once in ten years, 
must still be considered too small. Consideration should be given to a more 
extensive use of a computer to match the previous year’s income shown on all 
applications for the supplement with the tax returns for that year. 


166. Final benefit calculations under the Canada Pension Plan. When an applica- 
tion is received by the Department of National Health and Welfare for a benefit 
under the Canada Pension Plan, R.S., c. C-5, the amount of the entitlement cannot 
be finally calculated until information with respect to earnings and contributions 
during the final period of employment of the applicant is received from the 
Department of National Revenue, which is responsible under Part I of the Plan for 
the collection of contributions. Final reports for a taxation year are not available 
until approximately 11 months after the close of the year. 


134 REPORT OF THE AUDITOR GENERAL — 1972 


In order that an applicant may receive an immediate pension, section 60 of the 
Plan provides for payment of an interim benefit. This benefit is based on the 
information contained in the record of earnings, compiled from reports of the 
Department of National Revenue, and on information provided by the applicant 
with respect to his final period of employment. Section 60 also provides for payment 
to the beneficiary of any underpayment, or collection of any overpayment, when 
final calculations are made. 


Retirement benefits first became payable under the Plan in January 1967, 
survivor benefits in February 1968 and disability benefits in February 1970. At 
December 31, 1970, a total of 294,000 awards, including 46,000 lump-sum payments of 
death benefits, had been made of which 233,000 were still in payment. These 
benefits, which were calculated on an interim basis under the provisions of section 60 
of the Plan, could have been finally calculated by March 31, 1972, from the reports 
for the taxation years 1966 to 1970. In a limited test of interim earnings, on which 
survivor benefit calculations were made in 1968, and actual earnings we found 
variances in more than 25% of the cases, of which about 30% represented possible 
overpayments. 


Last year (paragraph 144) we reported that the Department had made no final 
calculation of the awards although actual earnings information from the Depart- 
ment of National Revenue had been made available for each year up to 1969. In 
June 1972 the Department commenced its review of awards for active retirement 
pensions and, at December 31, 1972, 210,059 had been reviewed for the years 1967 to 
1971, disclosing 51,587 underpayments and 9,026 apparent overpayments. These 
underpayments totalling $2,273,000 have been corrected. However, there has not yet 
been any calculation of the amounts overpaid and none is to be made until a review 
is carried out of pensions which are no longer active, and of death, survivor and 
disability benefits, and any underpayments disclosed are adjusted. 


As this delay in adjusting overpayments can only result in increased overpay- 
ments and a reduced possibility of recovery, 1t cannot be considered satisfactory. 


167. Determination of “sale price’ for sales tax purposes. In previous Reports 
(paragraph 149 in 1971) we have drawn attention to the practice of the Department 
of National Revenue of collecting sales tax in certain circumstances on lesser 
amounts than the ‘‘sale price’? of manufactured goods, although section 27 of the 
Excise Tax Act, R.S., c. E-13, requires sales tax to be calculated on the “sale price’’. 


The Auditor General drew attention to this matter in 1946, and on January 12, 
1956, a Sales Tax Committee, which had been appointed to review and advise upon 
certain technical questions relating to the administration of the sales tax, stated in 
its report that ‘the Act does not appear to authorize the Minister to vary actual 
selling prices or to impute wholesale prices when they do not exist’’. The Committee 
recommended that ‘‘the existing scheme of valuation be continued for the present 
with statutory sanction”’. 
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In its Eighth Report 1964-65 which was presented to the House of Commons on 
December 7, 1964, the Public Accounts Committee recommended (see Appendix 1, 
item 10): 


that an amendment be made to the Excise Tax Act designed to give statutory sanction to the 
existing scheme of valuation followed by the Department of National Revenue in authorizing 
manufacturers by regulation to compute the sales tax on less than the actual sale price. 


The Committee mentioned the matter again in its Fourth Report 1969-70 and, in a 
letter to the Chairman of the Committee on November 25, 1970, concerning action 
taken on matters referred to in that Report, the Minister of National Revenue 
stated that this matter represented a most difficult legal and practical problem on 
which the Department has been working with the Department of Finance for some 
time. The Minister again wrote the Committee on April 20, 1972, along the same 
lines but the Committee has not yet given consideration to either letter. 


168. Delay in collecting sales tax. In previous Reports (paragraph 150 in 1971) we 
have referred to a requirement of section 27 of the Excise Tax Act, R.S., c. H-13, that 
licensed manufacturers pay sales tax on fully manufactured goods purchased for 
resale. 


Some licensed manufacturers prefer to collect sales tax on all their sales, 
including sales of fully manufactured goods purchased by them for resale. In such 
cases the Department of National Revenue by regulation permits them under 
certain conditions to immediately deduct any sales tax paid on these purchases from 
amounts currently due to the Department with respect to their taxable sales. The 
effect of this regulation is that some manufacturers’ inventories of fully manufac- 
tured goods purchased for resale are carried free of sales tax and the requirement of 
the law that sales tax be paid at the time of purchase of fully manufactured goods 
for resale is completely negated in these cases. 


During its consideration of our 1968 Report the Public Accounts Committee 
dealt with this matter and in its Fourth Report 1969-70, which was presented to the 
House of Commons on June 23, 1970, expressed the opinion that the practice being 
followed was less cumbersome than the practice called for by section 27 of the Excise 
Tax Act and that an amendment should be sought. (See Appendix 1,item 29.) 


In writing to the Chairman of the Public Accounts Committee the Minister of 
National Revenue has stated that the opinion expressed by the Committee that an 
amendment to the Excise Tax Act should be sought had been noted by the 
Department and that an appropriate statutory amendment forms part of the 
Department’s legislative program. The Department has since made a change in the 
regulation to specify that permission to deduct such sales tax paid, from amounts 
due the Department, may be granted only when sales of the goods obtained for 
resale are small in relation to total sales of goods of the licensee’s manufacture and 
goods are either for sale with goods of the licensee’s manufacture at an all-inclusive 
price or are similar to and intended to round out the regular lines manufactured. 
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169. Concessions made to motor vehicle manufacturers. In previous Reports 
(paragraph 151 in 1971) we have drawn attention to the matter of concessions made 
to motor vehicle manufacturers because of the responsibility of the Auditor General 
to examine and ascertain not only that all public moneys are being fully accounted 
for, but that the rules and procedures applied are sufficient to ensure an effective 
check on the assessment, collection and proper allocation of the revenue. 


We expressed the view that, as long as there are conditions to be met before a 
motor vehicle manufacturer qualifies for duty-free importation under the various 
programs involving concessions to such manufacturers, it is essential that adequate 
procedures and accounts be set up by the Department of National Revenue since it 
is the responsibility of that Department to take and maintain the initiative in 
assessing and collecting taxes due to the Crown. 


Our examinations had disclosed that the procedures followed by the Customs 
and Excise Division of the Department in administering the Motor Vehicles Tariff 
Order 1965 were not adequate to protect the revenue and that it was essential that 
the Department take steps to strengthen its administration of the program to ensure 
that the importers concerned did not benefit from concessions beyond those 
approved by the Governor in Council and that revenues due to the Crown were 
promptly collected. This situation remains the same. 


Our comments on this subject in our 1968 Report were examined by the Public 
Accounts Committee at meetings held on June 10, 12 and 17, 1969, when officials of 
the Department of National Revenue, the Department of Industry, Trade and 
Commerce and the Department of Finance were questioned. The Committee has not 
yet reported to the House on these meetings. 


As noted in our 1971 Report, a major motor vehicle manufacturer became liable 
for duties and sales tax on duties in the amount of $6 million, for the year ended 
July 31, 1970, because it had failed to meet the requirements of the conditional 
remission order, P.C. 1970-1536 of September 9, 1970. This order was subsequently 
amended by conditional remission order P.C. 1972-214 of February 10, 1972, with the 
effect that the conditions were met and hence the $6 million was remitted. This 
remission is included among those reported on page 12.5 of Volume I of the 1971-72 
Public Accounts. 


For the year ended July 31, 1971, all motor vehicle manufacturers importing 
under the Motor Vehicles Tariff Order 1965 or similar conditional orders met the 
conditions of those orders and consequently there were no duties or sales tax on 
duties owing under those orders at March 31, 1972. 


170. Remissions granted by the Governor in Council under section 17 of the 
Financial Administration Act. Section 17(1) of the Financial Administration Act 
provides that: 


The Governor in Council, on the recommendation of the Treasury Board, whenever he 
considers it in the public interest, may remit any tax, fee or penalty. 
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and subsection (8) requires that: 


A statement of each remission of one thousand dollars or more granted under this section 
shall be reported to the House of Commons in the Public Accounts. 


In accordance with this requirement, remissions of one thousand dollars or more 
are reported in Volume I of the Public Accounts. However, in the case of remissions 
of duty on machinery and parts under tariff item 42700-1 (machinery program) the 
normal practice is not followed in that names are not shown. 


As 1n previous years, the majority of the remissions pertain to customs and 
excise duties and excise taxes administered by the Customs and Excise Division of 
the Department of National Revenue. The totals of the remissions with respect to 
this Division for which amounts appear in the Public Accounts in each of the past 
five years are as follows: 


BPs a caer Ne Ree spare Ly i mente al Hh) ces ah a ote pecan) coc Gichte ole ua mae a ayn Meanie Sie $ 29,506,000 
DS UMM EGS nen ace run nes Che: ete, Cu nes tone cps eale Penn fney oiSe Te een ene «eu 197,308,000 
OOD) Pere eee SMO SMT RPEAT PE mee ROT ORS, WL ACER SNE REDS sir YER ECR. BO EEA Es 179,826,000 
De ANE eens Ae choc Wir oe tas er stab tre sda pa oo aids h- oah ar yeaa Petal ain eects ele A when eee tees a Gl 117,095 ,000 
Bleed ea eae eee Ee ica, Meet, ws hss) ome be keig. van ee asslhs oa ge Ls ae 139,769,000 


In addition to the remissions for which amounts are shown, a number are 
granted where the amounts involved are not accumulated or cannot be readily 
determined. In such cases, a narrative description of the remission is included in the 
Public Accounts. 


Remissions relating to tariff item 42700-1 (machinery program) amounted to 
$77.7 million compared with $71.4 million in 1970-71. This program was introduced 
by the Department of Industry, Trade and Commerce in December 1967 to enable 
Canadian industries to import capital equipment duty-free whenever the Governor 
in Council considers that it is in the public interest and that the goods are not 
avallable from production in Canada. 


Remissions on goods or equipment imported into Canada on a temporary basis 
amounted to $25.3 million in 1971-72 compared with $16.9 million in 1970-71. 


Remissions totalling $9.7 million compared with $15.2 million in 1970-71, were 
granted during the year to Canadian airlines making use of their aircraft in 
international as well as domestic service. The percentage of duties and taxes 
remitted is the percentage that international usage bears to total usage. 


171. Corporate manipulations to avoid payment of income tax. Five Canadian 
corporations were controlled by the same shareholders. Four of these corporations 
had surpluses totalling $1.2 million and the shareholders set out to withdraw these 
surpluses without having the corporations declare dividends which would be subject 
to income tax in their hands. 


The following chronicle describes the manipulations carried out by the share- 
holders in attempting, unsuccessfully, to avoid assessment of income tax on distribu- 
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tion of these surpluses and in later successfully avoiding payment of the tax that: 


was assessed: 


1. One of the corporations, ““A’”’, with borrowed funds, acquired the shares of the other four 
corporations for $1.5 million, thus making them its subsidiaries. 


2. Each of the four subsidiaries made a cash loan equal to its surplus (a total of $1.2 million) to a 
new corporation formed by senior officials of corporation ‘‘A” in exchange for non-interest- 
bearing notes. These officials were not shareholders of any of the other corporations and 
therefore the new corporation was a non-associated corporation. 


3. The new non-associated corporation immediately loaned the $1.2 million cash to corporation 
“A” in exchange for non-interest-bearing notes, and corporation ‘‘A’’ used this amount to 
repay the money it had borrowed to enable it to acquire the subsidiaries. 


4. The four subsidiary corporations were amalgamated to form a new corporation, ‘‘B’’. 


5. Another new corporation, ‘‘C’’, was formed which immediately acquired, in exchange for a 
note in the amount of $2.6 million, all the assets and liabilities of corporation “B” including 
the $1.2 million of non-interest-bearing notes of the non-associated corporation which corpora- 
tion “B” had acquired in the amalgamation of the four subsidiary corporations. Corporation 
“C” also acquired all the assets and liabilities of corporation ‘‘A’’, except its investment of $1.5 
million in corporation ‘‘B” which resulted from the amalgamation of the four subsidiary 
corporations to form corporation “B”’, but including its operating assets and corporation ‘‘A’’’s 
lability of $1.2 million with respect to the non-interest-bearing notes held by the non-associat- 
ed corporation. In these transactions, corporation ‘“‘C” acquired from corporation ‘‘A’”’ an 
indebtedness of $1.2 million to the non-associated corporation and from corporation ‘‘B’’, a 
loan receivable of the same amount from the non-associated corporation. These assets and 
liabilities were immediately settled by offset and as they represented the only assets and 
liabilities of the non-associated corporation, it was wound up. 


6. In a series of transactions through associated companies, corporation ‘‘B”’ exchanged its note 
’ b, 
receivable from corporation “C” for a note of a Bahamian company. 


When the Department of National Revenue became aware of the manipulations 
which had taken place, it assessed corporation ‘‘A” pursuant to section 16(1) in 
conjunction with section 8(2) of the Income Tax Act, R.S. 1952, c.148. The amount 
owing by corporation “A” as a result of this assessment is $939,000 including interest 
of $342,000. Corporation “A”’ appealed the assessment to the Exchequer Court but 20 
months later abandoned the appeal. 


The only remaining asset of corporation ‘“‘A”’ was its investment of $1.5 million 
in corporation ‘“‘B” while the only asset of corporation ‘“‘B” was its note receivable 
from a Bahamian corporation. The Department is not likely to realize anything 
from this source because of the apparent inability of any government to make use of 
the courts of another country for tax collection purposes. 


This recital of manipulations deals only with the circumstances surrounding the 
Department’s assessment of corporation ‘‘A”’ and its inability to collect $939,000 
owing by that corporation. It does not by any means include all of the transactions 
employed in attempts to avoid or minimize tax. The shareholders control many 
corporate bodies and subsequent to the manipulations described, their principal 
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working assets have been transferred to a Canadian corporation which was a 
subsidiary of a United States corporation also controlled by them. 


There is an obvious need for a more stringent control to prevent corporate 
manipulations to avoid the payment of income tax or to transfer assets outside of 
Canada, thereby rendering the collection of income taxes difficult if not impossible. 


172. Income tax owing by non-residents. In previous Reports (paragraph 153 in 
1971) we have referred to the deletion from the accounts of income tax owing by 
taxpayers from whom collection could not be effected because they were no longer 
resident in Canada. 


During the year such deletions amounted to $1,102,000 owing by 1,026 taxpay- 
ers. This compares with deletions in the previous year of $176,000 owing by 471 
taxpayers. 


An instance was noted in the audit where the Department of National Revenue, 
learning that a taxpayer was in the process of selling his real estate with the 
intention of leaving Canada, raised an assessment which directed that all taxes, 
penalties and interest assessed be paid forthwith. However, the taxpayer advanced 
by two weeks the closing date for the sale and on its completion transferred $400,000 
to Switzerland. The taxpayer and his family then left Canada leaving an income 
tax indebtedness of $175,000 which the Department considers uncollectable. 


We reiterate the view expressed in previous years that the continuing problem 
of collecting income tax from non-residents is aggravated by the fact that a person 
emigrating from Canada is not required to obtain a tax clearance before departure, 
by the lack of any agreement with other countries for the collection of tax on a 
reciprocal basis, and by the apparent inability of any government to make use of the 
courts of another country for tax collection purposes. 


There is a similar problem with respect to some residents of Canada living near 
the United States border who are employed in the United States. Such persons are 
taxable in Canada on their income, whether earned in the United States or Canada, 
but collection becomes impossible if the resident arranges to keep in the United 
States any assets which might be seized. 


The Public Accounts Committee in its Fourth Report 1969-70 stated that 


this is an area where the government should take immediate steps, perhaps by a series of 
agreements with other countries as well as developing its own internal procedures, to minimize 
the evasion of payment of income tax by persons leaving Canada or removing assets from 
Canada. 


The Department has not responded to this statement by the Committee and no 
reciprocal agreements for the collection of taxes have been negotiated with other 
countries to date. However, we have been informed by the Department that “The 
current level of taxpayer compliance in this category would not appear to justify the 
establishment of a mandatory tax clearance system particularly when the anticipat- 
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ed benefits are weighed against the problems of administration and the inconveni- 
ence to international travellers that would result.” 


173. Reduction of taxable income by distribution of management bonus to sharehold- 
ers. A corporate taxpayer in the years 1963 to 1967 had 150,000 common shares 
outstanding of which 148,400 were controlled by three shareholders. Two of the three 


shareholders, each owning 25% of the 148,400 shares, were residents of the United | 


States and the third shareholder was a Canadian corporation owning 50%. 


One of the shareholders in the United States acted as the taxpayer’s lawyer | 


through his legal firm in that country, which was employed on a retainer basis. The 


Canadian corporate shareholder provided management services to the taxpayer for | 


an annual fixed fee established by an agreement. 


For the years 1963, 1964 and 1967 the taxpayer’s expenses included management 
bonuses totalling $367,000 which resulted in the taxable income being reduced to less 
than $35,000 in each year, thus providing for the payment of corporate taxes at the 


lowest rate. The bonuses were paid to the three shareholders in direct proportion to | 
their ownership interest. In those years dividends were not declared. However, for | 


1966 when taxable income was already below $35,000, a dividend instead of a bonus 
was paid. 


Fifty per cent of the bonuses were paid to residents of the United States and no 
Canadian tax was exigible as any services provided must have been rendered outside 
Canada. The management service agreement entered into with the Canadian 
corporate shareholder spelled out the terms of compensation and contained no 
mention of bonus. 


The Department of National Revenue considered reassessing the taxpayer to 
disallow the bonus amounting to $132,000 for the 1967 taxation year (prior years 
were statute barred) but this was not done, and the taxpayer thus succeeded in 
reducing taxable income and in putting money into the hands of shareholders 
through a charge to operations rather than to surplus. Furthermore the withholding 
tax on dividends paid to non-residents was thus avoided. 


174. Insufficient penalty for late payment of income tax. In previous Reports 
(paragraph 155 in 1971) we have drawn attention to the substantial amounts of 
income tax remaining unpaid at March 31 of each year. We have suggested that the 
imposition of penalties for late payment, over and above the 6% which was payable 
on taxes paid after the due date under the provisions of the Income Tax Act, B.S. 
1952, c.148, could be of material assistance to the Taxation Division of the Depart- 
ment of National Revenue in collecting its outstanding accounts. 


Unpaid income tax at March 31, 1972, amounted to $506 million compared with 
$425 million at March 31, 1971, and $333 million at March 31, 1970. 
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An amendment (1970-71-72, c.63) to the Income Tax Act modified the provisions 
applicable to the payment of interest by taxpayers and section 161(1) of the Act now 
provides that: 


Where the amount paid on account of tax payable by a taxpayer under this Part for a 
taxation year before the expiration of the time allowed for filing the return of the taxpayer’s 
income is less than the amount of tax payable for the year under this Part, the person liable to 
pay the tax shall pay interest at a prescribed rate per annum on the difference between those 
two amounts from the expiration of the time for filing the return of income to the day of 
payment. 


However, the rate now prescribed by regulation is 6%, the same rate that was 
formerly provided by the Act. 


175. Cost of reprinting new income tax forms due to change in legislation. In July 
1971 the Department of Supply and Services awarded contracts for the supply of 
income tax forms and various tax schedules for the Department of National 
Revenue at a cost of $381,000. However, tax legislation enacted in the latter part of 
the year reducing the 3% surtax imposed on individuals to 1 1/2% for the 1971 
taxation year made the new forms and schedules obsolete. 


Production was stopped and because of the time requirements for the replace- 
ment of the forms, changes could only be made by the original printer. He was paid 
an additionai $123,000 for the necessary reprinting. 


176. Losses on Post Office services. For a number of years (paragraph 158 in 
1971) the attention of the House has been drawn to the continuing loss suffered by 
the Post Office on the handling of second class mail. This annual loss rose to a peak 
of $41.8 million in 1968-69, but through increases in postage rates was down to $33.2 
million in 1971-72. Recommendations of the Royal Commission on Government 
Organization that “an annual grant be made by Parliament in an amount sufficient 
to cover the costs of the Post Office in handling second class mail’ and of the Public 
Accounts Committee that “the Post Office Department or Parliament immediately 
find ways and means of covering the loss of the Post Office Department in handling 
second class mail’, have not been acted upon. 


The overall loss on postal operations which reached an all-time high of $100.6 
million in 1970-71 was reduced to $85.5 million in 1971-72 as a result of increases in 
postal rates. This overall loss is due to losses totalling $91,510,000 on the following 
services, for which costs and revenues and the comparable loss figures for the 
previous year are shown: 
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1971-72 1970-71 
% of % of 
Service Cost Revenue Loss cost Loss cost 
Mail— 

| rr Dh EASE ae ei $ 271,891,000 $ 247,235,000 $ 24,656,000 9.1 $ 30,942,000 12.6 
Second class ......... 47 401,000 14,158,000 33,243 ,000 70.1 35,176,000 718 
hard Class wo klk 96 ,292 000 74,595,000 21,697 000 225 23,760,000 30.3 
Government en... 27,707,000 27,510,000 197,000 a7, 186,000 8 

Other— 
Registrations ae ds . Ss 22,750,000 15,286,000 7,464,000 32.8 2,789,000 15.1 
GAG is B peng tes Pere etn: 7,392,000 4 565,000 2,827 ,000 38.2 2,712,000 aul 
Bock box. wesc. ee 6,608,000 5,182,000 1,426,000 21.6 416,000 76 


$ 480,041,000 $ 388,531,000 $ 91,510,000 $ 95,931,000 


The costs shown are all-inclusive in that they include the value of services 
provided to the Post Office by other departments. The revenue figures are also 
all-inclusive in that in addition to the cash revenue received by the Post Office for 
its services, they include the value of mail service which the Post Office is required 
by the Post Office Act, R.S., c. P-14, to provide without payment of postage. 


During the year there were increases in the basic rate for first class mail from 6 
cents to 7 cents on July 1, 1971, and to 8 cents on January 1, 1972, and increases in 
third class mail rates and money order fees with effect from July 1, 1971. In 
addition, an amendment (1970-71-72, c.53) to the Post Office Act, assented to on 
June 30, 1971, provided that with effect from April 1, 1972, 


Mailable matter sent to or by any department of the Government of Canada is subject to 
Canada postage in accordance with such regulations as are made in that respect by the 
Governor in Council. 


Thus, the statutory free carriage of first class mail for government departments was 
eliminated and all such postal services are paid for by departments at regular rates. 
However, there are two exceptions: the Canada Elections Act, R.S. (1st Supp.), c.14, 
and the National Transportation Act, R.S., c. N-17, contain provisions for the 
carrying of mail free of postage so that the Chief Electoral Officer and the 
Canadian Transport Commission continue to enjoy the ‘‘free mail’’ privilege. Until 
these statutes are amended the Post Office will continue to subsidize the Canadian 
Transport Commission to the extent of some $35,000 annually and the Chief 
Electoral Officer to the extent of some $56,000 annually with the amount rising to 
about $1,000,000 in an election year. 


177. Post Office retail activities. In 1968 consultants were employed to examine 
the feasibility of the Post Office becoming a Crown corporation and to identify 
critical problem areas. One of the areas reported as requiring study was marketing, 
so the Post Office established a Marketing Task Force headed by another consult- 
ant. The Task Force’s report, submitted in July 1969, reeommended further develop- 
ment of existing services and products and the introduction of new services and 
products in order to utilize fully the marketing potential of the postal outlets. With 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 143 


Treasury Board approval a Marketing Branch of the Post Office, involving the 
creation of 177 new positions, was established in March 1971. The annual cost of the 
Branch was estimated at $1,000,000 for Headquarters and $1,500,000 for field 
activities. 


In addition to the sale of philatelic and other postal items the Branch embarked 
upon a program of sales to the public of a number of miscellaneous items such as 
coin sets, commemorative spoons, art prints, Canadian handicrafts, etc. While some 
of the items were purchased from other government departments and agencies, such 
as the Department of Indian Affairs and Northern Development and the Royal 
Canadian Mint, other articles were bought from commercial suppliers. However, 
there are no established policies governing sales, inventories or other facets of the 
activity. Furthermore, such activities require working capital but Parliament was 
not asked to provide a working capital advance for this undertaking and all 
purchases of merchandise have been charged directly to the Post Office vote for 
operating expenditures. 


Whether or not the program was profitable in 1971-72 could not be determined 
as suitable accounts were not established for the activity and overall operating 
statements have not been prepared. 


It is questionable whether the sale of non-postal items falls within the powers 
granted to the Postmaster General under the Post Office Act, R.S., c. P-14, and we 
have suggested to the Deputy Postmaster General that he seek the opinion of the 
Department of Justice on this point. He has expressed his wish to clarify any 
ambiguity or eliminate any future debate as to the exact measure of authority of the 
Postmaster General in this new field of the Canada Post Office activities, and has 
included in the Department’s proposals for legislative action for the 1973 Session an 
additional provision in section 5 of the Act which will provide for retail services by 
the Canada Post Office which would be complementary to the postal service. In the 
meantime, he feels there is little to be gained by seeking any further opinion from 
the Department of Justice. 


178. Failure by a postmaster to account for C.O.D. parcels. In June 1970 a Post 
Office inspector found that since August 1969 a postmaster had failed to account for 
C.O.D. parcels in the amount of $14,000. Although there has been considerable 
correspondence between Headquarters and the responsible District Office since that 
time, there had been no direct action either to obtain reimbursement from the 
postmaster or to dismiss or otherwise discipline him. At March 31, 1972, C.O.D. 
parcels were still not being accounted for and the shortage had increased to over 
$17,000. 


Since August 1972 all C.O.D. parcels for the area have been directed through 
another Post Office. In September 1972 the first Post Office caught fire and the 
subsequent investigation disclosed that the shortage had increased to $21,000. The 
resignation of the postmaster was then accepted and another postmaster appointed 
on a temporary basis. 
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179. Expenditure made without proper authority. Under the Government Con- 
tracts Regulations, established under section 34 of the Financial Administration Act, | 


the approval of the Treasury Board is required when the amount payable under | 


certain types of service contracts exceeds $5,000 and tenders have not been obtained | 
or when the period, term or amount of a contract previously entered into with the 
authority of the Treasury Board 1s to be increased by more than ten per cent. 


The Post Office Department has not complied with these Regulations in the 
following instances: 


1. Payments under a contract to develop a colour scheme and create a commercially oriented 
image for the Canada Post Office, approved by the Treasury Board in the amount of $50,000, 
exceeded the contract amount by $36,000 at March 31, 1972, with an additional $21,000 
expended in 1972-73 without any further reference to the Treasury Board. 


2. Under four contracts involving stenographic, editing or management consultant services which 
had been entered into without calling for tenders, payments were permitted to exceed $5,000 
without reference to the Treasury Board. The expenditure incurred without proper authority 
in these cases totals $34,000. 


3. A contract which had been approved by the Treasury Board for the provision of talent in the 
field of pricing and marketing at a cost of $23,000 over a period of one year was extended 
eleven months at an additional cost of $20,000 without further reference to the Treasury 
Board. 


We have been informed by the Post Office that steps have been taken to avoid a 
recurrence of these breaches of the Regulations. 


180. Additional costs due to delay in awarding contracts for highway services. 
Section 33 of the Post Office Act, R.S., c. P-14, permits the Postmaster General to 
make temporary arrangements for the conveyance of mail until a regular contract is 
entered into. 


Our review of contracts pertaining to highway services disclosed instances where 
delays in calling tenders and awarding contracts prior to the expiration of existing 
contracts resulted in services being operated under temporary arrangements at rates 
greater than those stipulated in contracts subsequently entered into. Four cases were 
noted during the year where temporary arrangements resulted in an additional 
expenditure of $91,000. 


A number of other cases were noted where services have continued for several 
years under temporary arrangements at rates equal to or greater than those set out 
in the expired contracts. 


181. Language training costs. One of the activities of the Public Service Com- 
mission is language training for which funds are provided by Parliament ‘‘to 
facilitate the use of two official languages in the Public Service and operation of 
French and English language schools for public servants including curriculum and 
test development”’. 
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In 1971-72 expenditure by the Public Service Commission on language training 
was $9,406,000 compared with $6,802,000 in 1970-71. This amount includes the cost of 
facilities, teachers’ salaries and other operating expenditures. In addition, language 
training costs are also being met from appropriations of other departments and 
agencies, examples being teachers’ salaries, special language training units, fees paid 
to commercial language training schools and travel expenses. We have estimated 
these additional costs in 1971-72 at about $900,000 compared with $400,000 in 1970-71. 
The salaries of persons taking language training are not included as costs of 
language training. 


The planning, programming, budgeting system in use by the Treasury Board is 
intended to enable an intensive study to be made of feasible alternative ways of 
attaining defined objectives with a view to determining the approach most likely to 
achieve the greatest benefits for a given cost. The objectives describe what part of 
the total government responsibility a department is given as its particular responsi- 
bility and similarly a series of sub-objectives are developed leading to the division of 
the department’s total responsibility into logical separate parts. 


If such a system is to operate effectively, accurate all-inclusive costs are 
essential. In paragraph 162 of our 1971 Report we suggested that consideration 
should be given to having the language training program provide for the full cost of 
training including the salaries and expenses of persons taking the training. However, 
there has been no change in the past practice of leaving certain costs in the various 
departmental appropriations. 


182. Construction and financing of oil refinery terminal wharf, Come-by-Chance, 
Nfld. In our 1967 Report (page 79) and our 1968 Report (page 107) we referred to 
instances where the Department of Public Works had undertaken the construction of 
wharves for the exclusive use of private companies which were to repay the cost to 
the Department over a period of years after which title was to pass to them. In 
neither case had the text of the vote disclosed these circumstances to Parliament. 


In December 1970 the Treasury Board authorized the Department of Public 
Works to construct an oil refinery terminal wharf at Come-by-Chance, subject to 
entry into an agreement with three corporations. Two of the corporations are 
provincial Crown corporations established to develop and operate the wharf; the 
other, a commercial corporation, is to conduct the management of the wharf. In 
June 1971 the Governor in Council approved an agreement between the Department 
and the three corporations for the construction of the wharf which was to be 
designed, constructed and financed by the Department subject to recovery of the 
cost with interest from the corporations over a 25-year period. The cost of construc- 
tion is estimated to be $20 million. 


Funds were provided in 1971-72 for the initial stages of construction by Public 
Works Vote L30, Appropriation Act No. 3, 1971, 1970-71-72, c.46, which reads: 
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Loan in accordance with terms and conditions approved by the Governor in Council for the 


construction of an oil refinery terminal wharf at Come-by-Chance, Newfoundland, $8,735,000. 


During the year contracts involving $9,805,000 were awarded with Treasury Board | 


approval, and progress payments amounted to $2,073,000. 


In this case the use of a loan vote in the Estimates does indicate to Parliament | 


that recovery is expected and therefore that the appropriation is not for the normal 
programs of the Department. However, the Vote was misleading in that it gave the 
impression that the amount of $8,735,000 was the total cost and did not disclose that 
the estimated cost of the wharf was $20,000,000. 


183. Delay in depositing cheques. The Government Contracts Regulations pro- 
vide for a security deposit received from a tenderer whose tender is accepted to be 
deposited to the credit of the Receiver General. 


In February 1971 the Department of Public Works accepted six tenders for the 
provision of leased accommodation in Ottawa and the six certified cheques, each for 
$100,000, held as security deposits, should have been deposited immediately. How- 


ever, the cheques were held by the Department for four months before they were | 


deposited. The tender documents provided that interest would be paid on the 


deposits at the prevailing rate under the Government Contracts Regulations. This | 


rate is 2 1/2% because that was the last rate paid on Post Office savings accounts. 
Interest was subsequently paid from the date of acceptance of the tenders and thus, 


because of the failure of the Department to deposit the cheques promptly, the © 
Crown did not have the use of the $600,000 during a period of four months in which | 


interest of $5,000 accrued. 


184. Irregular charge to Public Works appropriation. In November 1970 the | 


Department of Public Works obtained Treasury Board approval for the purchase of 


a tract of land in Vancouver, B.C., as the site of a proposed federal building. Part of | 
the land was then owned by the City of Vancouver and the City agreed to sell this | 


parcel to the Department. In March 1971 the Treasury Board authorized the 
Department to make an advance payment to the City, up to a maximum of 
$881,000, upon receipt of a document satisfactory to the Department of Justice. On 
March 31, 1971, the Department of Public Works entered into an agreement with the 
City for the purchase of the land that provided for an advance payment of $750,000 
and for determination of the balance of the purchase price by negotiation. However, 
the required approval of the Governor in Council was not obtained until June 8, 
1971. Nevertheless, on April 30, 1971, a cheque for $750,000 was drawn payable to the 
City and charged against a 1970-71 appropriation of the Department. 


Treasury Board regulations stipulate that ‘‘no payment may be made in respect 
of a purchase of land before delivery of a good title satisfactory to, and obtained 
through, the Deputy Minister of Justice’. Accordingly, the cheque was retained by 
the Department of Public Works until the Department of Justice had obtained a 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 147 


satisfactory title and it was not until September 29, 1971, some 5 months after it had 
been drawn, that the cheque was forwarded to the City. 


The charging of this amount to a 1970-71 appropriation was irregular. 


185. Eating facilities for Crown employees in public buildings. In previous Reports 
(paragraph 163 in 1971) we have referred to the fact that eating facilities for 
government employees in public buildings are subsidized to a considerable extent 
because no charge is made by the Department of Public Works for space, fixed 
kitchen and serving counter equipment, tables, chairs, utility costs, etc. We pointed 
out that until the Department is in a position to isolate the cost of eating facilities, 
the extent to which those operations are subsidized cannot be determined and proper 
management control cannot be established. We understand that the Treasury Board 
Secretariat is in agreement. 


Effective management action is long overdue in dealing with this problem. Ten 
years ago the Royal Commission on Government Organization drew attention to 
this situation stating that where an employer provides meals to employees at less 
than cost, the subsidy involved must be carefully costed for purposes of management 
control. Three years ago the Treasury Board Secretariat announced plans for a 
comprehensive review of policies and practices and advised the Department of 
Public Works that the Bureau of Management Consulting of the Department of 
Supply and Services had been asked to conduct a review of the situation. A year ago 
we were told the Bureau had submitted its draft report to the Secretariat. 


On inquiring where the situation stood in August 1972, we were informed that 
the Treasury Board Secretariat had not yet completed its examination of the report. 
The Secretary of the Treasury Board confirmed this in October 1972 saying that 
when the Secretariat had done so and submitted its proposals to the Treasury Board, 
the Ministers would undoubtedly want to consider both the policy question as to the 
level of charges they consider to be appropriate and the methods of accounting to be 
employed. He said he could not indicate precisely when the recommendations would 
be presented but that the Secretariat was working towards an early 1973 deadline. 


186. Increasing accommodation rental costs. In previous Reports (paragraph 165 
in 1971) we have pointed to a continuing escalation in the rental outlay of the 
Department of Public Works. We expressed the opinion that costs are likely to be 
higher than necessary as long as the Department must absorb rental costs out of its 
own appropriations while the ultimate choice of accommodation rests with the client 
departments. 


As the following comparison of rental costs for the past six years indicates, the 
upward trend continues: 
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National 
capital area Elsewhere Total 
DOGGLG ES tata an: ated wh, oct ee eras acewcta ie fag oh a Aas Sis OS NS $ 10,301,000 $ 6,847,000 $ 17,148,000 
196 7-GS REE Ar eee ase Oe Parad Bene BEY Cea Ge ORE oe 14,271,000 12,945,000 27,216,000 
POGS-69 455 LR Re tee eee SR eG Pare, ate ee 18,028,000 16,043,000 34,071,000 
BOBSELO Cs ce AAS ie ce Ce ae Ge ae colny OE chen nea ees 20 824 ,000 19,019,000 39,843,000 
ROAST b ue eR ARO, AL Str He Ne Use Sige 28 9 teat enn 22,757,000 21,294 ,000 44,051,000 
POPP or asso shee MRE ee ORE Se nt BORE yee es 28 857,000 27,941,000 56,798 ,000 


Space under lease in the national capital area at March 31, 1972, amounted to 
8.1 million square feet compared with 6.2 million square feet at March 31, 1971. 


In its First Report 1970-71, presented to the House on November 26, 1970, the | 
Public Accounts Committee recommended that accommodation costs be made a | 
charge to each department’s appropriation rather than have the Department of | 
Public Works pay a large part of this sum out of its own appropriation (see | 
Appendix 1, item 31). During November 1971 the Department circularized depart- | 
ments and agencies advising that, using the fiscal year 1972-73 as a pilot year for the | 
refining of techniques and subject to the approval of the Treasury Board, it 
intended to commence charging for accommodation on April 1, 1973. However, when | 
we asked the Treasury Board Secretariat in October 1972 if the required steps were 
being taken to implement the plan on April 1, 1973, we were informed that the plan 
had not yet been submitted to the Treasury Board and that no prediction could be 
made as to what the final decision would be or when it would become effective. 


187. Excessive office accommodation—Canadian Transport Commission. In 1968 
the Department of Public Works entered into a 10-year lease commencing November 
1, 1968, to provide accommodation for the Canadian Transport Commission in 
Ottawa. The space provided comprised 115,700 square feet having an annual rental | 
cost of $4.80 per square foot. Although the Commission had a staff of only 358 on | 
October 31, 1968, the Department’s request to the Treasury Board for authority to | 
enter into the lease was based on the Commission’s forecast of an establishment of | 
638 for 1968-69, increasing to 983 by 1973-74. In the submission it was stated that | 
some 25,000 square feet would not be required by the Commission immediately and | 
in the interim it could be used by other Crown agencies. | 


At March 31, 1972, only 500 employees were on strength and, although the | 
Commission’s growth had fallen far short of its forecast, no part of the rented space 
had been utilized by other Crown agencies. From inception of the lease to March 31, | 
1972, rental charges amounted to $1,898,000, an indeterminate part of which was for 
space that was, in our opinion, in excess of requirements. 


188. Cost of unused accommodation, Ottawa. Two instances were noted where 
rental was paid for accommodation in Ottawa that was not used: 


1. In 1968 the Department of Public Works leased a four-storey building for a period of five years | 
at an annual rental of $157,100, to provide accommodation for the Canada Pension Plan 
Branch of the Department of National Health and Welfare. 
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In May 1971 the Branch moved the major part of its operations to other quarters in 


Ottawa, leaving 33,300 square feet of space unoccupied, and in December it vacated the 
remaining 7,000 square feet. In April 1972, after the building was renovated by the Department 


of Public Works at a cost of $72,800, the Medical Services Branch of the Department of 
National Health and Welfare moved its headquarters into the building. The total non-produc- 
tive rental cost was $129,300 of which $39,300 was applicable to the period when the building 
was being renovated. 


2. In our 1971 Report (paragraph 69) we drew attention to the move of the Canada Council from 
the Victoria Building to La Promenade, in the course of which rent totalling $32,300 was paid 
for unoccupied space between May 1, 1971, and August 31, 1971. 


On September 1, 1971, the Department of Public Works assumed responsibility for the 
term leases on 24,800 square feet of space in the Victoria Building. On November 1, 1971, it 
took over the 3,200 square feet rented on a month-to-month basis, immediately converting it to 
a fixed-term lease expiring March 31, 1978. Subsequently the Department leased an additional 
6,700 square feet in the Building. However, it was unable to find tenants for all the space and 
9,900 square feet was still vacant at March 31, 1972, including 3,000 square feet which originally 
had been rented on a month-to-month basis. The cost of unoccupied space from September 1, 
1971, to March 31, 1972, amounted to $21,800. 


189. Cost of unused accommodation, Vancouver, B.C. To accommodate the 
Department of the Environment, the Department of Public Works leased space in a 
building in Vancouver for a period of five years commencing November 1, 1971, at 
an annual rental of $398,000. 


However, the Department of the Environment did not occupy the premises 
until three and one half months after the lease had commenced. We understand that 
the delay in occupancy was caused by alterations to meet requirements of the 
Department and a delay in delivery of furniture. 


Rent for the period when the premises remained unoccupied amounted to 
$116,300. 


190. Cost of unused accommodation, Moncton, N.B. In 1967 the Department of 
Public Works entered into a ten-year lease terminating December 31, 1977, at a 
rental of $153,600 per annum, to provide space in Moncton for the Unemployment 
Insurance Commission, the Department of National Revenue, the Department of 
the Secretary of State of Canada, and the regional headquarters of the Rural 
Development Branch of the Department of Forestry and Rural Development which 
was being moved from Amherst, N.S., to Moncton. (See item 2 of paragraph 229 of 
this Report.) 


In January 1970, the Department of Regional Economic Expansion, which in 
the interval had been assigned the responsibility for the Rural Development pro- 
gram, notified the Department of Public Works that on March 31, 1970, it was 
closing out its operations in Moncton. Subsequently, six of its employees were 
transferred back to Amherst and the remainder to Fredericton, N.B. Its space in 
Moncton was vacated on April 18, 1970, and remained vacant until June 5, 1971, 
when it was occupied by the Unemployment Insurance Commission. The cost of the 
unused accommodation for that period was $55,000. 
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191. Further non-productive costs associated with project previously cancelled. In 
our 1969 Report (page 107) we summarized the costs of the Northumberland Strait 
Crossing project which had been cancelled. Subsequent to the termination of the 
project, the following non-productive expenditures totalling $120,800 were incurred: 


1. In July 1968 the consortium of consultants that had been engaged for the project leased 
accommodation in Montreal, Que., at an annual rental of $56,200. The lease had an expiry 
date of April 30, 1971, but could be terminated at the end of any month after April 30, 1969, by 
giving ninety days notice and paying a penalty of $600 per month for the unexpired portion. 


When the consultants vacated the premises in August 1969, the Department of Public 
Works assumed responsibility for the lease. As the Department’s attempts to find other tenants 
were unsuccessful, the lease was terminated effective August 31, 1970. In addition to the 
penalty of $4,800 paid for the unexpired portion of the lease, the Department had paid the 
landlord $56,200 for space that remained vacant for twelve months. 


2. A co-ordinator was appointed for a period of six years from August 1967, to supervise and 
co-ordinate other consultants engaged in the construction and the design of, and the construc- 
tion contracts relating to, the project. The contract of employment provided that in the event 
of the project being discontinued alternative duties could be assigned to the co-ordinator but 
such duties were to be at the level of the co-ordinator’s expertise and competence. 


Following cancellation of the project in February 1969, the co-ordinator carried out 
another assignment which ended in October 1970. Although the Department endeavoured to 
find employment which would fit the terms of his engagement no further duties were assigned. 
The co-ordinator submitted his resignation effective September 30, 1971, and accepted a 
lump-sum payment of $17,000. Payment of this amount on an eg gratia basis was approved by 
the Governor in Council. 


In addition to the ex gratia payment of $17,000, costs during the year in which no work was 
performed included $34,500 for salary and $8,300 for rental of office space occupied by the 
co-ordinator. 


192. Unused plans for Canadian Embassy in Brazil. In 1961 the Department of 
Public Works, on behalf of the Department of External Affairs, engaged a firm of 
architects to design, prepare working drawings and specifications for, and subse- 
quently supervise the construction of, new embassy facilities at Brasilia, Brazil. 
Payments totalling $74,500 were made to the architects throughout the period 1961 
to 1970. However, construction was postponed as the move of the Brazilian Govern- 
ment from Rio de Janeiro to Brasilia was behind schedule. 


Early in 1970 the Brazilian Government informed diplomatic missions in Brazil 
that they must move their headquarters to Brasilia within two years if they wished 
to retain the property allocated to them. The Department of External Affairs 
decided in consultation with the Department of Public Works that the plans that 
had been prepared would not meet the space and environmental standards of 1970 
and that new plans would be required. The original plans were then abandoned. 


In November 1971 the Treasury Board authorized the Department of External 
Affairs to proceed with development of new plans at an estimated cost of $133,500 
for the provision of embassy facilities in Brasilia. 
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193. Cost of abandoned plans, Ottawa. In January 1970, the Department of 
Public Works engaged consultants for the design and preparation of working 
drawings and specifications for, and subsequent supervision of, renovations to the 
Connaught Building. The estimated cost of the renovations was $2.7 million. 


The initial plans provided for installation of laboratories, for use by the 
Customs and Excise Division of the Department of National Revenue, estimated to 
cost $125,000. Upon further review, however, it became apparent that the installation 
of laboratories in the Connaught Building was more complex than originally 
envisaged and a revised estimate of costs amounted to $250,000. It was then decided 
to locate the laboratories in some other building and, in December 1970, the 
consultants were instructed to eliminate the laboratories from the project. The 
consultants were paid $9,800 for the drawings and specifications they had prepared 
for the work which was abandoned. 


In March 1971, after consideration of other sites, it was decided to locate the 
laboratories in the two top floors of the Besserer Street post office, which was then 
being renovated by the Department of Public Works. The consultants, who had been 
engaged to provide consulting services for the renovations, were instructed in June 
1971 to prepare working drawings and specifications for the installation of the 
laboratories. However, it was subsequently learned that the Besserer Street post 
office would probably be required for other purposes by the National Capital 
Commission within a period of seven years. It was then decided to convert the two 
floors to office accommodation and the consultants were paid $30,700 for the 
preparation of plans for the laboratories which were not used. 


The payment brought the total cost of abandoned work with respect to the 
laboratories of the Department of National Revenue to $40,500. 


194. Additional costs due to design changes, Jackson Building, Ottawa. In our 1971 
Report (paragraph 169) we drew attention to non-productive payments, totalling 
$178,000, that were made in settlement of claims from contractors in connection with 
renovations to the Jackson Building. The claims were based on increased construc- 
tion costs due to a delay of five and one-half months. The delay followed the 
demolition work which revealed that the structural frames of the two parts of the 
building were dissimilar and that a new design for the exterior walls was required. In 
addition, non-productive payments of $10,000 were made to the consultants covering 
abandoned work in connection with electrical downfeed services, partition layouts, a 
cafeteria addition and a revolving door. 


During 1971-72 the consultants were paid $22,000 for other revisions to the 
initial design, due to changes requested by the Department of Public Works, which 
brought the non-productive payments to $210,000. A claim for $24,000 for consult- 
ants’ fees relating to the redesign of the exterior walls remains to be settled. 
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195. Weakening of parliamentary control over expenditure through failure to dis- 
close the total cost of a project. Under a Fund for Rural Economic Development 
(FRED) agreement with the Province of Quebec for increasing manpower mobility 
and commercial links under a comprehensive development plan for the Lower St. 
Lawrence, Gaspé and Magdalen Islands area, Canada has undertaken to contribute 
$6 million to the Province towards the cost of building a provincial ferry with 
icebreaking capability. Under the same agreement the Province has turned over to 
Canada for one dollar the ferry Manic (see paragraph 219 of this Report) to be used 
to establish a ferry service between the Magdalen Islands and Prince Edward Island, 
and has agreed to assume sole responsibility for the subsidization of certain ferry 
services within the Province. 


During the year, $3 million was paid from Regional Economic Expansion Vote 
10 towards the cost of the new provincially-owned ferry. However, this amount is not 
reported in the Public Accounts as an item but is combined with other contributions 
for roads, etc., in a total of $9,308,000 for Transportation reported on page 21.9 of 
Volume II of the Public Accounts in a Statement of Transactions of the Fund for 
Rural Economic Development. Provision for a further $3 million to be paid to the 
Province with respect to the ferry is included in 1972-73 Transport Vote 50—Grants 
and contributions (1972-73 Estimates, page 27—48). 


When contributions to a single project such as this are divided between the 
appropriations of more than one department, the full extent of the related cost to 
Canada is not adequately disclosed, thereby contributing to the weakening of 
parliamentary control over expenditure. 


196. Irregular charges to Regional Economic Expansion appropriation. When the 
phase-down of the United States naval station at Argentia, Nfld. was announced in 
February 1970, a task force comprising representatives from federal and provincial 
departments and other persons was set up to examine the unemployment and 
economic problems of the Argentia-Placentia area. These problems were already 
severe due to an earlier phase-down of the naval station and the resettlement of 
fishermen in the area which lacked adequate facilities for fishing operations. 


In July 1970 the Cabinet approved a number of projects involving expenditures 
in 1970-71 and 1971-72 and requested the Department of Regional Economic Expan- 
sion to provide the necessary funds in 1970-71. Subsequently the Treasury Board 
extended this to include 1971-72. Among the projects for which expenditures were 
charged to Regional Economic Expansion Vote 10—Grants and contributions, were: 


1970-71 1971-72 Total 
Development of Castle Hill National Historic Park.................... $ 145,000 $ 289,000 §$ 434,000 
Construction of salt fish/fresh fish community stage at Jerseyside....... 87,000 134,000 221,000 
Payment to Placentia Area Development Association for a temporary 
beat. building and repairfacityerti.t+s. sc. G5). oe easiest. rete 10,000 2,000 12,000 
Construction of a permanent boat building and repair facility .......... — 27,000 27,000 


$ 242,000 $ 452,000 $ 694,000 
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Development of national parks and historic sites is the responsibility of the 
Department of Indian Affairs and Northern Development through its Conservation 
Program for which funds were provided in Vote 65 of 1970-71 and 1971-72. The other 
three projects were within the Fisheries Management and Development Program for 
which funds were provided in Fisheries and Forestry Vote 5 of 1970-71 and Environ- 
ment Vote 25 of 1971-72. 


The original arrangement for the financing of the projects by the Department 
of Regional Economic Expansion was based on the reported inability of the other 
Departments to find the necessary funds within their approved estimates for 1970-71. 
As this manner of financing was decided in July 1970, provision could have been 
made for these projects in the 1970-71 Supplementary Estimates and in the 1971-72 
Estimates. 


In our view, the charges of $694,000 to Regional Economic Expansion Vote 10 
with respect to these projects are irregular as they come within the programs of other 
departments for which specific appropriations had been provided by Parliament. 


The Department of the Environment has acknowledged the error with respect to 
the three fisheries projects and has paid amounts falling due with respect to them in 
1972-73. 


197. Irregular payment of a development incentive grant. Early in 1970, a non- 
Canadian-owned electronics company, technically bankrupt and facing permanent 
shut down, applied for a development incentive grant under the Regional Develop- 
ment Incentives Act, R.S., c. R-3. The Department of Regional Economic Expan- 
sion rejected the application on the grounds that the Regional Development 
Incentives Act program could not be used to assist in restructuring or transferring 
ownership of a company. Shortly thereafter two of the directors of the company 
formed a new company to acquire the business and assets. This acquisition seemed 
to rely on: 


1. a verbal agreement by the Department of Regional Economic Expansion to make a grant of 
$400,000 to the new company; 


2. the agreement of a provincial Crown corporation to make a grant of $331,000 to the new 
company and to advance an additional $169,000 under certain conditions; 


3. the agreement of the provincial government to guarantee a $200,000 bank loan for the new 
company; and 


4. the willingness of the Canadian Commercial Corporation to subcontract to the new company a 
United States Navy contract. 


The new company then applied to the Department for the development incentive 
grant. This grant, based on approved capital costs and creation of jobs, was 
authorized and a payment of $378,000 was made during 1970-71. 
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During the year, when the Department was informed by the company of the 
need to increase plant production capacity, the agreement was amended to increase 
the maximum possible grant to $570,000. A further payment of $64,000 was made 
which brought the aggregate payments to 80% of $553,000, the revised estimated _ 
development incentive grant payable. The remaining 20%, estimated at $110,000, is 
payable in October 1973. | 


Under sections 4 and 5 of the Act an applicant for a grant who 1s “proposing to 
establish a new facility or to expand or modernize an existing facility” may be given | 
a development incentive grant of 25% of approved capital costs plus an amount for | 
each job created. The development incentive grant given to this company was based | 
on 25% of the approved capital costs arising from the cost of buying the building, 
machinery and equipment, and small tools of the original company, and on the | 
creation of an estimated 395 new Jobs. | 


In actual fact the development incentive grant related to the take-over without | 
interruption of the operation of a completely organized manufacturing firm which 
was in commercial production and employing some 300 persons. 


While job sustaining activities are undoubtedly important, they do not appear | 
to be contemplated by the Act which restricts eligibility for a development incentive | 
grant to the establishment of a new facility to enable the manufacturing of a 
product not previously manufactured. It is difficult to understand how the acquisi- 
tion by new owners of a functioning facility can be construed as being the establish- 
ment of a new facility. 


The original company was indebted to the Department of Industry, Trade and 
Commerce in the amount of $99,000, which has not been paid (see paragraph 104 of 
this Report). 


198. Grant made under Department of Regional Economic Expansion Act. Special 
assistance in the form of grants in respect of part of the capital cost of establishing, 
expanding or modernizing commercial undertakings may be provided, under agree- 
ments authorized by the Governor in Council pursuant to section 10(1) of the 
Department of Regional Economic Expansion Act, R.S., c. R-4, in special areas 
designated under section 6 of the Act as requiring special measures to facilitate 
economic expansion and social adjustment. 


During the year a grant of $33,500 from Regional Economic Expansion Vote 
10—Grants and contributions, was paid to a company notwithstanding the fact that 
an investigation showed that company equity was negative and the operation was 
not viable. The basis for making the grant in these circumstances was that the 
company employed persons of native ancestry who had the support of a provincial 
government. 


: 199. Subsidization of irrigation projects. In previous Reports (paragraph 174 in 
1971) we have noted that expenditure by the Prairie Farm Rehabilitation Adminis- 
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tration on two irrigation projects in Alberta and six in southwest Saskatchewan 
greatly exceeded revenue. We also noted that in November 1971 the Administration 
had informed the Public Accounts Committee that the transfer of the Bow River 
and the St. Mary urigation projects to the Province of Alberta was under 
negotiation. 


In 1971-72 there was no change in the rates charged for water and the excess of 
expenditure over revenue totalled $1,496,000 compared with $1,884,000 in the previ- 
ous year. Expenditure and revenue for the year ended March 31, 1972, were as 


follows: 


Irrigation 
Bow River St. Mary areas in 
irrigation irrigation southwest 
project project Saskatchewan 
HTT ADLe IAT Cheha d Mate heirs Bae Cs bea Ota ee ee teat: bs 125,000 304,000 40,000 
Expenditure— 
Administration, operation and maintenance ............. $ 1,059,000 $ 336,000 $ 366,000 
SO OMSUTULCLI ON tae Weise hasten avedetuteui'cts tran arc vase Gal oles eae 0 oer 157,000 23,000 72,000 
1,216,000 359,000 438,000 
Revenue— 
DV ALEC CHOOT Ren pane in till: SCE He eG. hal Pare eA 138,000 98 ,000 57,000 
OATES SUE ORD RAE Sen, CERNE coe! MR URC a eRe Ae Io 175,000 8,000 41,000 
313,000 106,000 98,000 
Excess of expenditure over revenue ............0 eee eeeees ..$ 903,000 


$ 253,000 $ 340,000 


Transfer of the Bow River and the St. Mary irrigation projects to the Province 
of Alberta is still under negotiation. Pending the outcome of negotiations, the 
Treasury Board has authorized a three-year program of urgently needed rehabilita- 
tion work for major structures in the Bow River project. A contract in the amount of 
$4,172,000 has been authorized for the rehabilitation of the Carseland Dam with 
expenditure of $895,000 being recorded during the year but not included in the costs 
reported above. 


200. Inadequate management of motor vehicle operations. In previous Reports 
(paragraph 175 in 1971) we drew attention to the under-utilization of some of the 
vehicles owned by the Prairie Farm Rehabilitation Administration, its costing 
reports and a study by the Administration of the use of its trucks and special-type 
vehicles. 


During the year government-owned automobiles accounted for 63% of the 
Administration’s total car mileage compared with 54% in 1970-71 and 43% in 
1969-70. In the past two years there have been substantial decreases in the number of 
fleet units showing low-mileage service and in the number of persons paid for 
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high-mileage use of private cars. This improvement resulted from a policy decision 
effective July 1, 1970, to reallocate government-owned cars to high-mileage private 
automobile users. 


The Administration’s study of the use of its trucks and special-type vehicles, 
which was initiated in November 1971, was submitted to the Director of the 
Administration on July 17, 1972. At the end of that month, the Administration’s 
computer-produced vehicle costing report was discontinued and replaced by the 
Department of Supply and Services Fleet Management Information System which 
had become fully operational starting January 1, 1972. 


In our 1970 Report (page 101) we expressed the belief that there was a demon- 
strated need for the Treasury Board to initiate studies into all aspects of motor 
vehicle management, including the use of personal automobiles. The Public 
Accounts Committee in its Second Report presented to the House on June 8, 1972, 
expressed interest in this subject and stated that 1t awaited with great interest the 
result of a study that it had been informed was underway. In January 1973 the 
Treasury Board issued a revised ‘‘Policy and Guidelines for the Acquisition and Use 
of Motor Vehicles in the Government of Canada” delegating more authority to 
departments and agencies regarding the purchase and management of motor vehi- 
cles. In order to have the reliable information necessary for the exercise of efficient 
fleet management under the new guidelines, the Fleet Management Information 
System for Motor Vehicles, now used by several departments on a voluntary basis, is 
to be extended to all departments by July 1, 1973. 


201. Subsidization of community pastures. Paragraph 176 of our 1971 Report on 
the community pastures program under the Prairie Farm Rehabilitation Act, R.S., 
c. P-17, noted that pasture operating costs did not include provision for depreciation 
or cost of capital employed, that pasture revenue had not been sufficient to satisfy 
the Prairie Farm Rehabilitation Administration’s policy of recovering direct operat- 
ing costs and that a study of the role of the community pasture program was in 
progress. In 1971-72 the general situation remained unchanged. 


Since 1938, 2.4 million acres have been developed as community pastures. 
During the year three new pastures were brought into operation and one was still 
under development. There are now 93 pastures in operation, including 10 on Indian 
reserves, of which 70 are located in Saskatchewan, 20 in Manitoba, and 3 in Alberta. 
They served 5,755 patrons in the 1971 grazing season. 


Capital construction costs have amounted to $14,227,000 since inception in 1938 
including expenditure during the year of $758,000. 


Pasture operating costs in 1971-72, after deducting $247,000 for the increase in 
the value of the bull inventory, were $2,570,000 of which $2,002,000 is regarded as 
direct operating costs. Revenues amounted to $1,955,000 consisting chiefly of grazing 
fees, $1,214,000, and breeding fees, $417,000, with the balance coming mainly from 
the sale of bulls, and from surface leases and house rentals. The resulting deficit, 
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without making any provision for depreciation or the cost of capital employed, was 
$615,000. There was no change in grazing fees during the year. 


The study by the Administration of the present and future role of the communi- 
ty pasture program was submitted to the Deputy Minister in September 1972. 


202. Liquidation of provincial corporations financed with federal funds. Reference 
has been made in previous Reports (paragraph 177 in 1971) to the appointment of 
the Auditor General of Canada as Joint auditor with various public accounting firms 
of provincial corporations formed to facilitate and promote research into the 
utilization and development of manpower resources. Costs of these corporations, 
which are incorporated under provincial legislation, are borne by Canada. 


During the year two of these corporations, Prince Edward Island NewStart Inc., 
and Manitoba NewStart Inc., which had a planned life of about four years, ceased to 
operate and are in the hands of liquidators appointed by the Corporations’ directors. 
The remaining corporations are expected to cease operations in 1972-73. 


Payments that have been made by Canada to the Corporations in liquidation at 
March 31, 1972, prior to cessation of operations, together with the amount of these 
funds used to purchase capital assets, are as follows: 


Amounts 

expended 

Date ceased Cumulative to on capital 
operations 1971-72 March 31, 1972 assets 
Prince Edward Island NewStart Inc. ..... August 31,1971 $146,000 $ 2,941,000 $ 477,000 
Manitoba NewStart Inc................4. December 29, 1971 325,000 1,575,000 126,000 


$ 471,000 $4,516,000 $ 603,000 


In addition to the payments made directly to the Corporations, payments of $82,000 


have been made during the year to the liquidators to meet the expenses of winding 
up these Corporations. 


The following summary shows payments made in respect of operations of the 
Corporations by the Department of Regional Economic Expansion during the year 
and the cumulative payments to March 31, 1972, together with the amount of these 
funds used to purchase capital assets: 
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Amounts 

expended 

Cumulative to on capital 

Incorporated 1971-72 March 31, 1972 assets 

Nova Scotia NewStart Inc. ......... June 29,1967 $ 502,000 $ 3,676,000 $ 249,000 
Saskatchewan NewStart Inc......... August 10, 1967 952,000 3,903,000 322,000 
Alberta NewStart Inc............... August 11, 1967 657,000 6,381,000 1,714,000 
Prince Edward Island NewStart Inc. August 23, 1967 146,000 2,941,000 477 000 
New Brunswick NewStart Inc. ...... May 28, 1969 770,000 1,793,000 69,000 
Manitoba NewStart Inc............. July 10, 1969 325,000 1,575,000 126,000 


$ 3,352,000  $ 20,269,000 $ 2,957,000 


The accounts and financial statements of all of the Corporations for their fiscal 
years ended on December 31, 1971, or March 31, 1972, or for the period to date of 
liquidation, were examined and reported upon by the joint auditors. In the periods 
reported upon, these Corporations received grants from Canada totalling $3,941,000 
and had other income of $212,000, mainly from sales of training courses, reports and 
publications produced by the Corporations. In the same periods the Corporations 
spent $4,672,000 for operating costs (including $3,018,000 for personnel costs) and 
$79,000 mainly for buildings, office furniture and equipment, and training 
equipment. 


Disposal of capital assets held by the Corporations has usually been made. 
through Crown Assets Disposal Corporation while on occasion some of the assets 
have been transferred to a province for a nominal amount or disposed of through 
direct sales by a corporation itself. Assets associated with a particular program are 
usually the ones transferred to the province or provincial body on the condition that 
the program is continued by that provincial body. 


On a number of occasions, certain of the Corporations have entered into 
commitments for periods longer than the expected life of the Corporation. Upon 
liquidation, substantial termination payments may be required in order to terminate 
the commitments. In the case of Manitoba NewStart Inc., which went into liquida- 
tion, earlier than expected, on December 29, 1971, $75,000 has been paid for the 
termination of various leases and rental agreements and these payments must be 
considered non-productive. 


203. Opportunities for Youth Program. Expenditure under this Program amount- 
ed to $24.7 million which was provided by Secretary of State Vote 41a, Appropria- 
tion Act No. 4, 1971, 1970-71-72, c.58. The Program, carried out by the Department of 
the Secretary of State, consisted of 2,316 individual projects throughout Canada. 
The Audit Services Bureau of the Department of Supply and Services examined and 
reported to the Department of the Secretary of State on 402 of the projects while the 
Office of the Auditor General reviewed 164 projects including 27 covered by the 
Bureau. Thus there has been an audit of approximately 24% of the projects 
representing about 41% of the total expenditure. 
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| The guidelines for the Program included the following: 

—the maximum length of a project should be three months with all projects completed by 
| September 30, 1971; 

—salaries for a three-month period should not be more than $1,000 for post-secondary students 
| and $800 for secondary school students: 


—salaries paid to students should not be less than 80% of the cost of the project; 


—there would be no allowance for travel costs unless approved as an essential part of the 
project; 


—there would be no payment for capital costs of any kind; and 


—no payment would be made for expenses outside the approved budget. 


| Our review of 164 projects disclosed the following: 


(a) In 29 projects where expenses other than salaries exceeded the amount agreed to, a 
reallocation of funds between salaries and other expenses was approved by departmental 
officers only on a verbal basis. 


(b) Contrary to the stated policy of attempting to employ as many students as possible by 
suggesting an upper limit on salaries, in 33 projects the salaries paid, although in 
accordance with the project agreement, exceeded the guidelines. In 10 of these projects 
| certain individuals were paid $1,200 or more, and in one project, individuals were paid 
| more than $1,500. Two individuals received salary payments from four projects. Three 
| projects employed persons holding full-time positions elsewhere. 


| (c) In 23 projects Canada’s contribution exceeded by $10,765 the total expenditure shown by 
| the financial statements of the projects. Refunds totalling $5,586 were requested in only 
three instances but these amounts had not been refunded by November 1972. Departmen- 
tal officers stated that conversations with administrators of the other projects disclosed 
that legitimate expenses had been overlooked or certain liabilities had been excluded 
when the financial statements were prepared. 


(d) There was no fixed mileage allowance stipulated for transportation expenses. The partici- 
pants in some projects were given lump-sum allowances and others received mileage rates 
varying from 5 cents per mile to the most commonly-used rate of 15 cents per mile. One 
person in the latter category was also reimbursed for his gasoline purchases. One project 
administrator rented the family car from his father, paying a rental of $1,200 for a 
two-month period. Another project absorbed the cost of tires, battery, insurance and 
maintenance and repairs of a car owned by a participant. Two persons on another project 
shared $600 to help defray expenses for a research trip to Sweden. 


(e) Despite the stipulation that capital costs would not be allowed, numerous projects 
expended funds on such items as buses, trucks, boats, tape recorders, audio-visual equip- 
ment, typewriters, musical instruments, etc. Some assets were sold at the end of the project 
for little less than the purchase price, and some items were donated to different institu- 
tions, but there was no accounting for most of the capital assets purchased for use on the 
projects. 


The following observations relate specifically to 12 of the 539 projects audited: 


1. PROJECTS CANCELLED. The Program established a formula for the payment of contributions 
whereby a maximum of 50% could be paid when the project was ready to start, another 45% 
after inspection by a departmental officer or after an audit had been made, and the final 5% 
when the financial statement and evaluation report were submitted by the project administra- 
tor. As the following cases illustrate, the cancellation of a project prior to completion raises the 
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question of the extent to which the related expenditure may be considered non-productive as 
the ultimate objective of the project enunciated in the agreement was not attained: 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


Toronto, Ont. A group which intended to produce eight issues of a ‘“‘free paper’ to serve as 
a communications medium for youth, requested a contribution of $6,600. One issue of the 
paper, dated July 29, 1971, carried an article describing and advocating methods of 
obtaining goods and services fraudulently. Advice on methods of obtaining goods and 
services by unlawful means is an offence under the Criminal Code in that it counsels the 
commission of an offence. The project was immediately cancelled. The project received 
$3,300 on June 12 and $2,970 on July 29, but we have been unable to determine how many 
issues were produced. The final $330 was not paid. 


Regina, Sask. A group requested $6,925 to publish 12 issues of a community newspaper 
which would allow minority groups to express their opinions and disclose their problems. 
The project was cancelled on June 28 as a result of the paper, in its third issue, 
contravening policies of the Department concerning newspapers funded by it. The project 
received $5,159, of which $1,697 was received over a month after cancellation to pay 
expenses incurred up to the date of cancellation. 


Tles-de-la-Madeleine, Que. A group whose project had the objectives of carrying out “‘social 
research” and encouraging ‘‘socio-cultural expression”’ among the population submitted a 
request for $10,000. An initial payment of $5,000 was made but the project was later 
cancelled on the recommendation of a departmental officer because of a lack of motiva- 
tion among participants and an inability to meet project objectives. 


Nanaimo, B.C. A group requested a contribution of $6,900 to finance a portable exhibit 
that would demonstrate to people in isolated communities the purpose and value of 
community college education. A contribution of $3,450 was made but further financial 
assistance was withheld when a departmental officer learned that the exhibit was essen- 
tially a public relations effort by a particular educational institution to encourage 
enrolment at that institution. An unspent balance of $1,858 was refunded by the project. 


Prince George, B.C. A group whose project was designed to provide meaningful activities 
in the wilderness for urban high school students requested a contribution of $9,637. An 
amount of $1,785 was paid, but the project was cancelled after two participants were 
arrested and convicted of charges related to the possession of marijuana. 


Madeira Park, B.C. Two members of a communal project to develop rural living skills and 
to enable members of the commune to be self-sufficient requested a contribution of $1,000. 
After the initial payment of $500 had been made, a departmental officer attempted to 
visit the commune. However, neither the project site nor the project administrator could 
be traced. Further attempts to make contact were fruitless. 


2. WEAKNESS IN FINANCIAL CONTROLS, SHERBROOKE, QUE. The representatives of an association 
of students requested a contribution of $62,000 for a project near Sherbrooke to provide 57 
full-time and 46 part-time jobs. The objective of the project was to convert an abandoned farm 
into a campground and refuge for young travellers. 


The project evolved into a commercial enterprise featuring a general store, a cafeteria and 


entertainment. Campers were charged at a rate of $2 or $3 per week, the latter amount 
including free admission to the weekly “pop” music festivals. Only one bank account was used 
for the funds of three entities; the project, the student association itself, and a second project 
also sponsored under the Program. Revenue resulting from the operation of the campsite, 
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estimated at $5,000 on one particular weekend, was not deposited intact as some expenses were 
paid directly out of revenue. 


No accounting records were maintained with the exception of a salary register which was 
inadequate and incomplete. Rather than the originally forecast 103 students employed on the 
project, a total of 251 individuals purportedly received salaries of varying amounts. At least 
seven persons who worked on this project on weekends were also employed on the second 
project. 


The Audit Services Bureau, using available invoices and information supplied to it, 
prepared a schedule of receipts, disbursements and accounts payable for the project. The 
schedule showed disbursements of $93,846, revenue of $35,066, and outstanding liabilities of 
$29,944, resulting in net project expenditure of $88,724 compared with a budget of $62,000. The 
project had $20 on hand. The Department’s legal adviser is of the opinion that, unless it can be 
shown that authorized representatives of the Government acting within the scope of their 
employment caused the suppliers in question to believe that the Government was guarantee- 
ing the project, the Crown has no legal liability for these debts. 


As the final 5% of the approved amount of $62,000 was not released, the project received 
only $58,900. Because of a number of questionable payments, inadequate records and the large 
deficit incurred by the project, the Royal Canadian Mounted Police were asked to carry out an 
investigation to determine whether there had been any breach of the Criminal Code. Among 
the questionable payments are: cheques amounting to over $3,000 which were endorsed by two 
or more persons including the program administrator; mileage allowances totalling $675 paid 
to the administrator in a five-week period for use of a personal car; and $15 per day, for a total 
of $1,005, covering rental of a truck owned by the administrator, with a portion of the purchase 
price of the truck apparently charged to project funds. The police investigation is continuing. 


. WEAKNESS IN FINANCIAL CONTROLS, TORONTO, ONT. Representatives of a Toronto research 


foundation for improving man’s relationship to his environment, requested a contribution of 
$22,000. The funds were to be used to develop an experimental farm in northwestern Ontario to 
provide a life support system, research facilities and a library for the publisher of the almanac 
of the foundation. The projected establishment was to include geodesic domes, solar heating 
devices and an anaerobic composting plant. The project received $18,700 of the $22,000 
requested. 


Funds for the project were deposited in a Toronto bank by the foundation and released to 
the administrator at the project site as required. A total of $9,950 was transferred to the site. 
When the project was terminated in September 1971 two unfinished and uninhabitable domes 
and a cabin had been constructed. 


Certain payments made at the site are questionable. Participants received $1,000 each and 
a portion of this was returned to the project administrator to defray other expenses. Two 
individuals who arrived at the site in mid-August each received $1,000 on August 26. There 
were no time or attendance records maintained for the project, with participants apparently on 
the honour system. 


Officials of the foundation are unable to provide details of how the balance of $8,750, 
which was retained in Toronto, was spent. The funds may have been used to pay salaries of 
members of the foundation working in Toronto or costs associated with the publication of its 
almanac. However, because of poor financial records and the lack of supporting documenta- 
tion, the actual use made of these funds is uncertain. 
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4. IMPROPER ADMINISTRATION, FREDERICTON, N.B. The purpose of a research project in forest 


ecological conservation at Fredericton was: 


to formulate practical methods of preserving the environmental quality of Canada’s largest natural 
resource. Federal government departments and academic researchers have devised numerous such 
methods which are theoretically feasible, and it will be the objective of this project to implement 
some of these to test their practicability and practicality. 


The contribution request of $36,300 was based on the expectation that 33 students would 
be employed at a cost of $33,000 and that other expenses would amount to $3,300. The project 
was to be in operation from May 3 to July 28, 1971. 


A review of the project files disclosed that rather than carrying out research the project 
was primarily a harvesting or logging operation. The project administrator, a law student, 
apparently arranged to clear trees from certain properties and sell the logs to commercial 
enterprises. He was dismissed from his position on June 28, at which date the project had 
received $18,150. An audit carried out by the Audit Services Bureau disclosed the following 
irregularities: 


—Of a total recorded expenditure of $17,873, $10,266 could not be vouched due to lack of cancelled 
cheques, invoices, receipts or other documentation. This included salaries to 20 employees, who 
purportedly received $5,153 but whose existence could not be substantiated. 


—At least one individual was being paid twice. 


—Personal expenses such as rental of a television set and purchase of a record album were charged to 
the project. 


—Four power chain saws purchased at a cost of $731 and charged to the project were removed by the 
administrator as his personal property. 


—Revenue received from logging operations was not recorded or credited to the project. 


The Royal Canadian Mounted Police are investigating various aspects of this project. 


5. FAILURE TO COMPLY WITH PROJECT TERMS, WINLAW, B.C. A project in British Columbia 


received a contribution of $27,000 to build a community centre. The construction was to 
provide training for young people in the basic skills required for survival in a rural environ- 
ment. However, in order to retain a competent mechanic in the community, the project 
participants, who were members of a society seeking to retreat from a modern urban environ- 
ment and to establish a self-sufficient community, decided to build a garage, which was more 
crucial to their survival than the centre. The garage was completed with the funds provided 
under the project but construction work on the community centre was limited to a concrete 
foundation and some peeled logs. Assistance under a winter works program was to be sought to 
complete the centre. 


. QUESTIONABLE MANAGEMENT OF FUNDS, TORONTO, ONT. Members of a coalition of youth 


organizations in Toronto received a contribution of $25,800 to build a youth community in the 
City, to provide a meeting ground for local youth groups and transients, and to supply 
temporary accommodation and free food to transient youth. Additional activities included an 
information and education program, a free store, and an arts and crafts program. 


As a condition of employment on the project, participants agreed among themselves to 
remit part of their remuneration to the coalition which was then able to use the money realized 
for project-related purposes which would not have been permissible under the original budget 
of the project. 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 163 


There was no distinction made between student and non-student participants in the 
project and workers were paid at rates varying with the number of weeks employed. Neither 
time sheets nor signed attendance records were maintained so it was not possible to determine 
whether the salaries paid were actually earned by participants in the project. 


7. INADEQUATE RECORDS AND DOCUMENTATION, GUELPH, ONT. The members of a commune in 
Guelph received a contribution of $4,250. The funds were to be used mainly for salaries of staff 
employed in a general store catering to the needs of the low-income citizens of the area. When 
an audit of the project by the Audit Services Bureau was attempted, the records were found to 
be incomplete, inadequate for audit purposes and completely lacking in supporting documen- 
tation of any kind. Consequently it was not possible to state that expenditure was in 
accordance with the budget and made for the purposes outlined in the original project 
application. 


204. Irregular charge to Secretary of State appropriation and establishment of 
special account without authority of Parliament. As the operations of a special account 
mitigate the influence of legislative financial controls, it has long been accepted 
that clear legislative authority is required for the establishment of such a special 
account. It has also long been accepted that a liability to pay interest exists only 
when established by statute or contract, and that there is no automatic entitlement 
to interest when a statute creates a special account. Such authority was not obtained 
for the establishment of ‘““The National Second Century Fund of British Columbia’. 


Secretary of State Vote 22a, Appropriation Act No. 4, 1970, 1970-71-72, c.4, 
provides: 


Centenary of the Confederation of British Columbia with Canada—Payments in 1970-71 
and 1971-72 fiscal years in respect of program expenditures, grants and contributions, 
$10,000,000. 


Because of the wording of this Vote, the unspent balance of $9,845,000 at March 31, 
1971, remained available for spending in 1971-72. 


During the year an amount of $4,500,000 was transferred from the appropriation 
to a special account entitled “The National Second Century Fund of British 
Columbia’”’. With the approval of the Governor in Council, the account was also 
credited with interest amounting to $165,000. 


The Executive decision establishing the Fund provides that moneys derived 
from interest may be paid to responsible bodies in British Columbia for the 
perpetuation and preservation of buildings, parks and ecological areas. The trustees 
who administer the Fund are also empowered to spend the capital of the Fund, 
provided measures are taken to maintain the Fund over time. 


It will be noted that the appropriation made no reference to the establishment 
of this special Fund, nor to a specific grant of $4,500,000. 


In our opinion, the charge of $4,500,000 to expenditure of the year was irregular 
because this amount was not spent, but was transferred to a special account in the 
Consolidated Revenue Fund without Parliament having given its sanction to the 
establishment of this special account, and the charge to expenditure of $165,000 for 
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interest is similarly irregular as Parliament had not approved the payment of 
interest. 


In a somewhat similar situation, when The Queen Elizabeth II Canadian Fund 
to Aid in Research on the Diseases of Children was established in 1959, it was the 
subject of an Act of Parliament, the Queen Elizabeth II Canadian Research Fund 
Act, R.S., c. Q-1, which also appropriated the sum of $1 million for the Fund. 


205. Subsidized rental accommodation, Drumheller, Alta. For the past three years 
(paragraph 180 in 1971) we have commented on a leasing arrangement entered into 
by the Canadian Penitentiary Service to provide subsidized rental accommodation 
for staff of the penitentiary at Drumheller. During these three years the subsidy 
totalled $141,000 including $42,000 for vacant apartments. In last year’s Report we 
stated that steps had been taken by the Penitentiary Service to rent to outsiders at 
cost any apartments not required for penitentiary employees. 


During the year rentals paid for the accommodation totalled $92,000, while 
recoveries from employees and others totalled $57,000. The subsidization of $35,000 
included $16,000 for apartments which remained vacant for part of the year. The 
subsidization would have been approximately $9,000 more had not some of the 
vacant accommodation been rented to outsiders. 


206. Overtime of penitentiary staff. Under the provisions of collective agreements 
covering penitentiary employees, overtime hours are compensated at either time 
and one-half or double time. Although such overtime hours are costly, conditions 
associated with the operation of penitentiaries, such as emergencies arising from 
prison disturbances, the need for a minimum staff at all times and the isolated 
location of many institutions, make a certain amount of overtime hours 
unavoidable. 


In 1971-72 the incidence of overtime, particularly for custodial staff, rose 
sharply. The cost of overtime in the year was $3.7 million, compared with $2.2 
million in 1970-71. Of this, $2.9 million (78%) related to custodial staff, compared 
with $1.5 million (68%) in the previous year. 


An analysis by departmental staff of the 603,000 overtime hours worked by 
custodial staff disclosed the following reasons for overtime: work on statutory 
holidays, 208,000 hours; replacement of other officers during absences, including 
142,000 hours for sick leave replacement, 172,000 hours; special or urgent duty, 
including 10,000 hours during a prison riot at Kingston Penitentiary, 54,000 hours; 
and other reasons, 169,000 hours. The 603,000 overtime hours represent 300 hours 
(14% of the normal work-year) for each member of the custodial staff. 


The Department has been studying the causes of overtime and the corrective 
measures that might be taken. The study is not yet complete. 
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207. Sale of Polymer Corporation Limited to Canada Development Corporation. 
| The financial statements of Polymer Corporation Limited and the 1972 Public 
- Accounts (Volume I, page 11.25) show shareholders’ (Canada’s) equity in Polymer at 
~ December 31, 1971, as $118 million, comprising capital stock of $30 million and 
- retained earnings of $88 million. 


Order in Council P.C. 1972-1715 of July 27, 1972, authorized the sale of Polymer 
to Canada Development Corporation effective July 31, 1972, for an immediate base 
payment of $62 million plus an additional payment not exceeding $10 million, 
calculated by multiplying by four the amount by which the average of the 1973 and 
1974 net annual income of Polymer on rubber, latex, and plastics products exceeds 
$7.5 million. 


The $62 million payment was in the form of Canada Development Corporation 
common shares and any additional amount is to be in the form of cash or common 
shares at the option of the Minister of Finance. The transaction was recorded in the 
accounts of Canada in September 1972, the excess of the base sale price over the 
investment of $30 million in the shares of Polymer, $32 million, being credited to 
Revenue—Return on investments. 


Legislative action is to be reeommended to delete Polymer from Schedule D of 
the Financial Administration Act, thus terminating its status as a Crown 
corporation. 


One of the conditions of the sale is that Canada Development Corporation will 
not sell any shares of Polymer if such sale would result in the control of Polymer 
passing to any person or group of persons who are not Canadian citizens ordinarily 
resident in Canada. 


The sale price was established following valuations carried out independently 
by both an investment dealer and the Government with a view to determining a 
“fair market value’. The valuations were based on both economic and financial 
factors using forecasts and information provided by Polymer and others. We under- 
stand that the timing of the sale, the uncertain future of the rubber operations, and 
the risks associated with a major diversification program undertaken by Polymer in 
recent years were significant factors in arriving at a selling price at least $46 million 
less than the book value as recorded on page 11.25 of Volume I and page 103 of 
Volume III of the 1971-72 Public Accounts. 


208. Investment losses incurred by Polymer Corporation Limited. In 1970 the 
Corporation as part of its diversification program acquired for $2,970,000 a minority 
interest in a company located in the United States and exclusive rights to manufac- 
ture and sell the concrete products of this company in Canada under a licensing 
agreement. The Corporation also obtained an option to acquire exclusive and 
non-exclusive rights in several other countries. 


In 1971 the Corporation wrote down the value of its investment by $1,000,000 to 
reflect losses sustained by the company. (See paragraph 352 of this Report.) 
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In April 1972 the Corporation acquired marketing rights in certain other 
countries for $500,000. Subsequently, the company ceased to operate in the United 
States because of continuing losses and the Corporation decided that the balance of 
its investment, $1,970,000, should be written off. 


The extent to which the loss of $2,970,000 may be recouped will depend on the 
ultimate value of the rights acquired, which in turn depends on the profitability of 


the plant the Corporation has constructed in Ontario at a cost of $4,296,000 to | 
manufacture and sell the products. The plant experienced start-up problems late in 


1972 and the success of the venture and recovery of the investment remain uncertain. 


209. Limited competition for government business. For the past five years (para- 
graph 185 in 1971) we have referred to the engraving and printing of postage stamps, 
other revenue stamps and labels, bonds, paper currency, passports and other docu- 
ments and forms for the Government and the Bank of Canada. This work has been 
carried out almost exclusively by two Ottawa firms for many years and we have 
pointed out that limited competition for government contracts creates a risk of 
excessive profits at the expense of the Crown. . 


A study team of representatives of interested departments and agencies was 
established in 1968 “‘to develop a procedure that will provide the most economical 
procurement of security printing consistent with the standards of security and 


quality required and the viability of the two existing commercial sources’”’. The 


study team found that the contracts generally extended over many years and were 
allocated to one or the other of the two firms rather than awarded on the basis of 


tenders. However, the conclusions of the study team as to the most satisfactory | 
procurement methods and procedures were not unanimous and no decision as to | 


future policy was made. 


On April 29, 1971, the Public Accounts Committee considered this question and 
in its Sixth Report 1970-71 presented to the House on June 30, 1971, stated (see 
Appendix 1, item 37): 


Your Committee is of the opinion that security printing, such as postage stamps, revenue 
stamps, labels and passports, should be procured through the Department of Supply and 
Services, as for other goods as envisaged by the Government Organization Act, 1969, 1968-69, 
c.28. Also, as existing procurement contracts expire, competition should be broadened to 
include, in competitive tendering, qualified Canadian firms. 


Procurement of security printing is now centralized in the Department of 
Supply and Services. However, during the year tenders remained limited to the 
same two Ottawa firms. 


In informing us of the centralization of procurement the Deputy Minister 


pointed out that this did not include the printing of postage stamps which was being | 


done under contracts expiring in the years 1972 to 1974 and of paper currency for 
which the Bank of Canada wishes to retain responsibility. The Department also 
stated that the major obstacle to achieving greater competition was the insistence of 
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user departments on steel engraving for which no one in Canada, other than the two 
Ottawa firms, is equipped. Its inquiries into practices in other countries had indicat- 
ed that alternative methods of security printing in Canada should be investigated. 


Representatives from the Department of National Revenue, the Department of 
Supply and Services, and the Royal Canadian Mounted Police are currently 
investigating the possibility of reducing the amount of steel engraving for revenue 
stamps and labels in favour of offset printing. The target date for the completion of 
the study is early 1973. 


Some postage stamps are now produced by offset with the balance by the steel 
plate process or a combination of steel plate and offset printing. However, the steel 
engraving process continues to be used for bonds and passports. 


The opinion of the Department of Supply and Services is that the present 
market for steel engraving could not sustain three competitors in Canada particular- 
ly in view of the fact that the volume of Government business requiring steel 
engraving is likely to decrease if customer departments agree to use offset printing. 


210. Irregular tendering for ship construction and repair contracts. In our review of 
the procedures followed by the Department of Supply and Services in tendering for 
the construction, conversion, refit and repair of vessels, we have noted that tenders 
are not invited by public advertisement as required by the Government Contracts 
Regulations but rather are invited from a representative list of suppliers. In response 
to our inquiry as to the authority exempting the Department from this requirement, 
it advised that 

Ships are defence supplies as defined in Section 2 of the Defence Production Act, and as 


such, they are purchased under the Act as a procurement which is a “Purchase Contract” 
within the meaning of Part 2 of the Government Contracts Regulations. 


This Department and the Treasury Board Secretariat are aware of the fact that some 
inconsistency exists between the Defence Production Act and Government Contracts Regula- 
tions and corrective action will be taken in due course. 


However, the Regulations distinguish clearly between the purchase of supplies in 
general and the construction or repair of a vessel. They state “for greater certainty” 
that a contract for the construction or repair of a vessel is a construction contract, 
and that tenders for construction contracts shall be invited by public advertisement. 


Since March 7, 1968, when the Department became subject to the provisions of 
the Regulations, contracts in excess of $200 million for the construction, conversion, 
refit and repair of vessels have been awarded under procedures which do not comply 
with the Regulations. 


211. Misleading vote text. Supply and Services Vote 20b of Appropriation Act 
No. 1, 1972, 1972, c-1, provided, by transfer from another vote, $208,021 for Canadian 
Commercial Corporation—Program expenditures. The purpose of this supplementa- 
ry appropriation was to restore the Corporation’s reserve for contingencies to its 
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original balance of $225,000, but this was not indicated in the Vote text, and 
therefore Members of Parliament would be unaware that a reserve was being 
replenished. 


This reserve was originally established to cover possible losses on contracts with 
foreign governments at a time when most major services were provided to the 
Corporation without charge by the Department of Defence Production. However, 
since 1967-68 the costs of the Corporation have been provided for almost exclusively | 
by means of an annual parliamentary appropriation and any losses can be provided 
for in this way if and when they occur. As is pointed out in paragraph 52 of this 
Report, parliamentary control is weakened when funds are credited to special 
accounts to be available for spending in future years. In our opinion, the reserve 
should be discontinued and the balance paid over to the Receiver General. 


212. Additional costs due to acquisition of printing equipment under lease-purchase 
agreements. In paragraph 186 of our 1971 Report we referred to the practice of the 
Canadian Government Printing Bureau of acquiring equipment under lease-pur- | 
chase agreements and subsequently purchasing the equipment. In such cases the | 
purchase cost together with the rental paid substantially exceeded the original sale | 
price of the equipment. The practice appears to have developed because budget | 
provisions for capital expenditure have been insufficient. 


In 1971-72 the Printing Bureau purchased 66 pieces of equipment which had | 
been formerly rented for periods varying from 11 to 32 months. The rental rebates | 
obtained under the agreements varied from 50% to 90% of the rentals paid. The | 
purchase cost plus rentals paid amounted to $618,000 which was $92,000 more than | 
the original price of the equipment. 


At March 31, 1972, the Bureau had $322,000 worth of equipment for which a , 
monthly rental of $12,000 was being paid. Total rental paid to that date was $154,000 | 
of which $82,000 applied to equipment installed prior to April 1, 1971. 


213. Errors in Public Service Superannuation Account pension and contribution | 
calculations. In our Reports for a number of years (paragraph 188 in 1971) we have 
pointed out that our annual test audit of the superannuation accounts continued to | 
disclose a high incidence of error in pension and contribution calculations. The | 
Public Accounts Committee has recorded concern that the matter was taking so long 
to be corrected and requested the Auditor General to continue to keep the Commit- | 
tee fully informed. (See Appendix 1, item 4.) 


Our 1971-72 audit tests disclosed a considerably higher incidence of error than in | 
the previous year. The major reason for this appears to be that during 1971-72 | 
supervisory and other key personnel were reassigned to the development of an _ 
automated superannuation system and were also heavily involved in training plans | 
preparing for the introduction of a computerized annuitants system in 1972-73. Asa _ 
result the quality of output of the large clerical staff deteriorated. Errors noted were | 
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failure to include retroactive revisions in the contributors’ six-year average salary 
and misinterpretation of relevant statutory authorities and regulations. 


214. Duplicate payment of disability pension under Public Service Superannuation 
Act and Canada Pension Plan. The Public Service Superannuation Act, R.S., c. P-36, 
and the Canada Pension Plan, R.S., c. C-5, are integrated pension plans and any 
annuity payable under the Public Service Superannuation Act must be reduced by 
an amount determined by a formula set out in the Act whenever the recipient 
becomes qualified for a pension under the Canada Pension Plan. 


The Canada Pension Plan provides for a retirement pension at age 65 and fora 
disability pension prior to that age under certain circumstances. 


When an annuitant under the Public Service Superannuation Act reaches age 
65, his annuity is automatically reduced because of his entitlement to a retirement 
pension under the Canada Pension Plan. However, in the case of an annuitant 


_ below the age of 65, the Superannuation Division of the Department of Supply and 
_ Services does not always have knowledge of any disability pension granted under 


the Canada Pension Plan and therefore is not able to effect the necessary reduction 
in the annuity. Furthermore, section 107 of the Canada Pension Plan provides that 
information with respect to any individual contributor or beneficiary is privileged 
and may only be communicated to those requiring it in the course of administration 
of the Canada Pension Plan. Provision is made for such information to be released 
to any person at the request of the contributor or beneficiary. However, the Canada 
Pension Plan Regulations are so restrictive as to make impractical the use of this 
provision by the Superannuation Division and no consideration appears to have 
been given to their modification. 


Therefore, in its administration of the Public Service Superannuation Act, the 
Superannuation Division follows a practice of notifying each person who is in 
receipt of an annuity before age 65 of his responsibility to report any disability 
pension being received by him under the Canada Pension Plan. 


It would appear that this simple notification of the annuitant’s responsibility to 
report has not had the desired effect. In a review of payments to 1,185 annuitants 


_ below the age of 65, it was found that 610 were also receiving disability pensions 


under the Canada Pension Plan, of whom only 219 had had their annuities reduced 


| accordingly. Thus, overpayments to 391 annuitants, which we estimate as amount- 
ing to over $100,000 to date, are continuing. 


Annuitants under the Canadian Forces Superannuation Act, R.S., c. C-9, and 


_ the Royal Canadian Mounted Police Superannuation Act, R.S., c. R-11, who are 


below the age of 65, may also be in receipt of annuities in excess of what they are 
entitled to. 


It would seem essential that the Canada Pension Plan be amended to permit 
disclosure to the Superannuation Division of disability pensions being paid under 


| the Canada Pension Plan. Alternatively, the Canada Pension Plan Regulations 
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might be modified and the annuitants under the three Superannuation Acts then 
required to request the Minister of National Health and Welfare to release to the 
Superannuation Division particulars of disability payments under the Canada 
Pension Plan. 


215. Termination of payment of pension allowances when a child reaches maturity 


or when a widow remarries. As explained in last year’s Report (paragraph 189) the — 


Public Service Superannuation Act, R.S., c. P-36, provides that the widow of an 

annuitant, or of a contributor entitled to an annuity at the time of his death, shall | 
be paid an annual allowance until the end of the month in which her death occurs. 
The Act directs, however, that should a widow remarry her allowance shall be | 
suspended. 


The Act, for many years, also provided an annual allowance for each child of 
the contributor who is less than eighteen years of age. An amendment (1968-69, c.29), | 
effective April 1, 1969, continued this provision and extended entitlement to each ' 
child who, being eighteen or more years of age but less than twenty-five years of © 
age, is unmarried and in full-time attendance at a school or university substantially | 
without interruption subsequent to his eighteenth birthday or the contributor’s | 
death, whichever occurs later. 


Departmental policy since 1924 had been to suspend widows’ allowances on the | 
day of remarriage and to terminate children’s allowances on the eighteenth birth- | 
day. Administrative problems relating to varying terminal dates for the academic | 
year made it difficult to determine the exact date for termination of a student’s 
allowance at the end of his final year. On the recommendation of the Director of the | 
Pensions and Insurance Division of the Treasury Board Secretariat, the Superan- 
nuation Division, since April 1, 1969, has been paying students’ allowances for the © 
whole month in which entitlement is ended by one of the events named in the Act. 
On August 1, 1969, the Division, in order to be consistent, began to pay children’s — 
allowances to the end of the month in which the eighteenth birthday occurs and, | 
where a widow remarries, to defer suspension of her allowance until the end of the © 
month in which the marriage occurs. 


This administrative practice has also been applied with respect to dependants’ — 
allowances payable under the Canadian Forces Superannuation Act, R.S., c. C-9, © 
and the Royal Canadian Mounted Police Superannuation Act, B.S., c. R-11. 


We reiterate that this practice contravenes the applicable provisions of the three 
Superannuation Acts and, if it is to be continued, amendments to each of the Acts 
are required. 


216. Inadequate billing, collection and follow-up of accounts receivable. At March 
31, 1972, the accounts receivable of the Department of Transport totalled $5,525,000 
of which $3,323,000 related to the Canadian Air Transportation Administration — 
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including $1,904,000 (57%) which had been outstanding for more than 30 days and 
was therefore past due. 


In our 1971 Report (paragraph 191) we drew attention to the inadequacies in the 
administration of the accounts receivable of the Canadian Air Transportation 
Administration with particular reference to international traffic accounts for radi- 
otelegrams and radiotelephone calls. These accounts amounted to $378,000 at March 
31, 1972. Inquiries in September 1972 revealed that current billings for international 
traffic charges were five months in arrears as compared with the 16-month delay 
reported last year. However, no aged listings of accounts receivable are prepared, no 
routine follow-up action with respect to overdue accounts was taken during the year, 
and no control account is maintained to which billings and collections may be 
reconciled. The Department attributes these deficiencies to the fact that it converted 
from a manual to a computerized operation, and expects to have them corrected and 
the backlog of work cleared up by the end of 1972-73. 


217. Loss of wharfage revenue. In our 1971 Report (paragraph 192) we referred to 
the failure of the Department of Transport to collect side wharfage charges pre- 
scribed under the Government Wharves Regulations, Order in Council P.C. 1964-104 
of January 23, 1964, from both fishing vessels and pleasure craft. 


We pointed out that organized opposition to the wharfage charges had devel- 
oped at some Marine Agencies and that one particular Marine Agency (Prince 
Rupert) had outstanding accounts receivable in excess of $20,000 relating to wharf- 
age fees billed to boat owners prior to January 1967. At that time billing activity at 
this Agency had ceased with respect to those who had refused to pay, and none of 
these outstanding accounts had been collected. It was estimated that revenue in 
excess of $200,000 had been lost due to the breakdown in collection procedures at this 
Agency. Losses were also occurring at the Victoria Marine Agency. 


Early in 1971 the Department recognized that more aggressive collection mea- 
sures would have to be taken and all marine agents and district managers involved 
were advised that outstanding tolls and dues and any other moneys owing to the 
Crown should be recovered, by legal action if necessary. While this policy resulted in 
action being taken with respect to a number of accounts of relatively recent date, no 
action was taken with respect to any long outstanding balance. 


Late in 1972 instructions were again issued to start collection action on the old 
accounts and to determine those that are uncollectable with a view towards submis- 
sion for eventual write-off. In the meantime, while there has been an increase in the 
number of wharves under wharfinger supervision, attempts to enforce the Govern- 


_ ment Wharves Regulations have had varying degrees of success due to the fact that 
| the majority of commercial fishermen continue to refuse to pay side wharfage. 


Under the authority of Order in Council P.C. 1972-558 of March 23, 1972, the 


administration, management and control of the Prince Rupert Harbour, part of the 


Prince Rupert Marine Agency, was transferred to the National Harbours Board. 
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218. Improper accounting for revenue. In previous Reports (paragraph 193 in 
1971) we have commented on the accounting procedures followed by the Department 
of Transport at certain airports where costs were being charged against revenues 
derived from parking lots and from landing and parking fees for unscheduled 
itinerant aircraft. 


The practice continued during 1971-72 and costs totalling $324,000 comprising ~ 
management fees, $230,000, parking lot equipment, $77,000, and agents’ remunera- | 
tion for collection of landing and parking fees, $17,000, were charged to revenue 
instead of to an appropriation, with the result that both the revenue and the | 


expenditure of the year were understated by that amount. 


The Public Accounts Committee was advised by departmental officials on May 


25, 1971, that in future these revenues and expenditures were to be recorded on a | 


gross rather than on a net basis. The change was made with effect from April 1, 1972. 


219. Cost of acquiring and placing in service the Motor Vessel Manic. In June 1971 


the Department of Transport acquired the Motor Vessel Manic from the Province of | 


Quebec for the nominal price of one dollar and a contribution of $6 million towards 


the cost of a new icebreaker type ferry (see paragraph 195 of this Report) to be © 


constructed by the Province for service in the St. Lawrence River. In addition the 


Province was to assume full responsibility for paying the annual subsidies on five | 


intra-provincial ferry services which amounted to $255,000 in 1971-72. 


The Department planned to use the Manic to establish a car-passenger service | 


between Souris, P.E.I., and the Magdalen Islands, Que., in July 1971. Although the | 
Department was aware that the vessel had received damage on a number of | 


occasions, and that the Department of Supply and Services had estimated the cost 
of repairs and alterations at $685,000, it decided to proceed with the minimum 


repairs required to permit a change in vessel classification. The Department of | 


Supply and Services was directed to obtain tenders for this work, for which the 
Department of Transport provided $138,000. 


A contract was awarded in June 1971 to the low bidder in the amount of $100,500 
for known work; additional work arisings expected were at firm charge-out rates and 
estimated at $72,000. However, surveys in the contractor’s yard revealed that 
extensive repairs to, and overhaul of, the main engines, auxiliary equipment and 
underwater hull were required. The contractor was instructed to proceed with this 
new work and the contract amount was subsequently increased to $525,500. 


Upon completion early in August the vessel proceeded on a trial run from 
Montreal to Quebec City. A generator failure en route caused a layover of one night 
for repairs. Further machinery breakdowns occurred during the full-power trials and 
the vessel had to be towed back to Quebec City. At this point the trials were 
suspended and the Department turned the vessel over to the charterer who was to 
operate it, at the same time requesting the Department of Supply and Services to 


| 
| 
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undertake a detailed technical survey of the vessel to determine the work needed to 
place it in reliable operating condition. 


The charterer was given a contract for the repairs which the survey indicated 
were necessary. He completed these at a cost of $187,600 including work on the 
engine and generator systems, $34,000, the ventilation system, $48,600, and the 
electrical system, $25,100. Trials were successfully completed on September 29, 1971. 


The vessel entered into service on October 4, 1971, and was withdrawn for its 
winter lay-up on January 6, 1972. The total cost incurred for repair and refit to this 
time was $713,100 and the charterer subsequently was paid $23,800 for additional 
work. 


In March 1972, the Department of Supply and Services arranged with a Halifax 
shipyard for the installation of permanent ballast and levelling pipes which together 
with new work introduced brought this contract to $130,200. During this period 
numerous other contracts were awarded for spare parts, engineering, etc., at a cost of 
$94,700 bringing the total repair and refit costs to $961,800, an escalation of $789,300 
over the amount originally authorized. 


Normally a one-year certificate would be issued to operate the Manic as a Home 
Trade Class II vessel. However, to September 1972 the vessel was operating on a 
month-to-month certificate pending approval of its stability data by the Steamship 
Inspection Service of the Department. 


Only $100,500 of the total cost of $961,800 for the conversion and repair of the 
vessel was at firm prices established by competitive tendering. The cost of additional 
work on the original contract amounting to $397,000 was established by negotiating 
with the contractor to establish the man-hours and materials required and pricing 
them at the charge-out rates established in the original tendering process; to this 
limited extent this portion of the additional costs was influenced by competition. A 
premium of $28,000 for overtime work on the same contract, and the balance of the 
costs, were not subject to competition in any form. 


The overtime premium of $28,000 resulted from an amendment approved by the 
Department of Supply and Services. Such an amendment permitting labour on 
additional work to be charged at overtime rates modifies significantly the ship 
repair policy stated by the Minister of Supply and Services when he appeared before 
the Public Accounts Committee on June 8, 1971, to report on his study of the 1966 
refit of H.M.C.S. Bonaventure. He outlined a number of improvements in ship repair 
and refit contracting procedures which included: 


Improvement number seven—a condition of the tender and the subsequent contract is that the 
charge-out rate for all extra work, if such work is necessary, is firm and non-negotiable during 
the period of the contract. 


The Department of Supply and Services is of the opinion that a more favour- 
able price for the work would have been obtained had the additional work been 
included in the original competitive package. 
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The contracting procedures were not in accordance with the reeommendation of 
the Public Accounts Committee in its Eighth Report 1966-67, presented to the House 
on November 3, 1966, (see Appendix 1, item 19) that 


in addition to all other methods which the Department might be able to employ in controlling | 
the cost of extras, ship repair contracts be drawn up to provide that when extras are involved 
they shall be undertaken on a cost-plus or a modified cost-plus basis, the profit to be limited to 
the percentage of profit realized on the original contract price, with a proviso that no loss be 
suffered on the extras and with the entire contract subject to cost audit by government 

} 


auditors. 


i 

220. Procurement of aircraft. In April 1971 the Department of Transport request- | 

ed Treasury Board approval of the purchase of five aircraft at a total cost of $6.7 | 
million to replace 30-year old aircraft it had been using to check aircraft navigation | 
and instrument landing systems across Canada. The Department based its feasibili- | 
ty study of the replacement on the purchase of a specific type of aircraft. The 
aircraft, powered by Canadian-built engines, was chosen because no others had 
substantial Canadian content. In addition, the Department operates other aircraft | 
manufactured by the same supplier, although of a different model. | 


: 


: 


The Treasury Board approved the replacement, in principle, and the Depart- 
ment subsequently requested the Department of Supply and Services to procure the 
aircraft for $5.2 million, submitting the supplier’s proposal in the same amount with 
its own requisition. 


Under the Department of Supply and Services Act, R.S., c. S-18, the Depart- | 
ment of Supply and Services is responsible for the acquisition and provision of | 
articles, supplies, machinery, equipment and other materiel for departments. 
Accordingly, the Department attempted to negotiate the price, setting as its target a 
reduction to about $4 million. It had arrived at this amount from incomplete | 
information obtained from the United States manufacturer, his Canadian distribu- 
tor and other sources. However, the manufacturer refused to provide a detailed cost | 
breakdown and his distributor refused to define with any precision the services that | 
justified his mark-up of 17%. | 


| 


| 
{ 


As the Department of Transport had expressed satisfaction with the price and | 
requested that the contract be awarded at an early date (the first two aircraft were to | 
be delivered in March 1972) and as the supplier had given warning of an imminent 
price increase, the Department of Supply and Services had to content itself with a 
reduction of $165,000 in the distributor’s mark-up (to 13%) and a further reduction of | 
$117,000 arising from the introduction of a standard foreign exchange escalation 
provision. Treasury Board authority to enter into the contract was obtained in| 
September 1971. 


Had the Department of Transport involved the Department of Supply and | 
Services in the procurement earlier or had it accepted a few months delay, the 
Department of Supply and Services would have been able to seek competitive 
proposals. Competition might have reduced the price requested by the suggested 
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supplier, and the proposals would have permitted determination of the premium 
being paid to promote the sale of Canadian-built engines with a value of approxi- 
mately $450,000. 


221. Contractual arrangements for the supply of aviation fuel. Under a blanket 
authority issued by the Treasury Board, the Department of Supply and Services was 
authorized to enter into contractual arrangements to a limit of $2 million for the 
supply of heating and motive fuels, subject to certain conditions. One of the 
conditions was that the lowest qualified tender be accepted or successive lowest or 
only other tender where necessary to obtain the gallonage required. 


In response to an invitation to tender for the supply in 1971-72 of aviation fuels 
and miscellaneous petroleum products to the Department of Transport maintenance 
base at Ottawa and Ottawa-based itinerant aircraft at other Canadian and overseas 
airports, five suppliers submitted quotations. Only. two suppliers submitted firm 
prices and their prices were firm only for requirements at Ottawa. The first was 
unable to supply one of the items, and the prices quoted on the other three items 
were 4¢ per gallon higher than those of the second supplier. Despite the price 
advantage offered by the second supplier, the Department of Supply and Services 
issued contracts to both suppliers without directing the user Department to purchase 
its requirements at Ottawa from the low bidder. Neither the invitation to tender nor 
the tender indicated the quantities that would be required or supplied; so there 
seems to be no basis for an assumption by the Department that more than one 
supplier would be required at Ottawa. 


During the year the Department of Transport purchased its requirements at 
Ottawa from both suppliers at a cost of $256,000, its purchases from the first supplier 
amounting to $137,000 and from the second supplier $119,000. Had the purchases 
from the first supplier been made from the second supplier, they would have cost 
$118,000, a saving of $19,000. 


By issuing a contract for requirements at Ottawa to the first supplier who was 
not the lowest tenderer, the Department of Supply and Services failed to comply 
_ with one of the conditions stipulated by the Treasury Board, and contributed to 
_ what appears to be an administrative error. 


222. Escalating cost of contract, Malton, Ont. In our 1971 Report (paragraph 204) 
we referred to the additional cost of $324,000 incurred by the Department of 
Transport due to the delay in processing tenders and awarding the contract for the 
construction of the superstructure of phase II, stage I of Terminal 2 at Toronto 
International Airport. In October 1970 the contract had been awarded in the amount 
of $13.8 million with a scheduled completion date of March 31, 1972. 


The contractor immediately encountered poor soil and weather conditions 
_which delayed commencement of his work until the 1970-71 winter season. Further 
delays were attributed to stop work orders and to the lack of design information and 
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approvals for the work to be undertaken. In June 1971 the contractor notified the 
Department that work projections at that time indicated the work could not be 
completed by June 30, 1972. A later estimate by the Department was that there had 
been a slippage in the completion date to the autumn of 1972. 


Because of the need for the additional space to handle increasing passenger 
traffic volume and to provide relief to over-crowded conditions in the existing | 
aeroquay, and because of anticipation by the construction industry of a serious | 
labour problem in the Toronto area in 1972, the Department entered into negotia- | 
tions with the contractor to expedite the project to ensure the availability of one } 
passenger-processing module by April 1, 1972, and a second by June 30, 1972. 
Negotiations were concluded in November 1971 when the Department agreed to pay | 
an amount not exceeding $2.5 million and, in return, the contractor guaranteed h 
substantial completion of the two modules by the dates desired. The project was to " 
operate on a two-shift basis thereby creating an anticipated additional 1,550 man- 
months of winter employment. The target dates were met and the contractor was | 


paid $2,291,000. 


} 
Apart from the fact of the increase in cost, the Department does not appear to 
have obtained specific approval for the increase in the contract amount. It had made | 
a combined submission to the Treasury Board for approval of an increase of $2.7 
million in the total project costs and for authority to increase by $2.5 million the | 
amount of the contract. The resulting authority, Treasury Board letter dated 
November 8, 1971, increased the approved total project costs by $4.3 million, which | 
was $1.6 million more than had been sought, and indicated that no further submis- | 

| 


| 


sions were to be m4de for the project. 


ment of Transport noted that the opening of a second passenger terminal building | 
at the Toronto International Airport would be delayed until at least the spring of | 
1972. The existing aeroquay which was designed to handle 3.5 million passengers was | 
currently processing 5 million passengers annually and the Department considered 
that the most satisfactory method of obtaining relief from this congestion was to — 
obtain alternate facilities for handling a sizable portion of the overload. In Novem- — 
ber 1970 the Department was authorized to enter into an agreement for the lease of | 
50,000 square feet of building space for a six-month period effective May 1, 1971, ata | 
cost of $177,000, with an option to renew for another six-month period commencing | 
May 1, 1972, at a cost of $147,000 provided the option was exercised prior to | 
December 1, 1971. | 


Early in November 1971 the Department concluded negotiations for an | 
accelerated construction program in order that beneficial occupancy of the second | 
terminal building might be obtained by June 30, 1972. (See paragraph 222 of this ) 
Report.) Notwithstanding this, on November 19, 1971, the Department exercised the | 
option to renew the lease for the period May 1 to October 31, 1972, the busy season. 
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During this period the Department used only 10,000 square feet of the space to 
store air terminal building furnishings and equipment and certain snow removal 
equipment. The Department also collected $6,000 for the rental of some outside 
storage space. However, attempts to sub-lease the building space were unsuccessful 
and the 40,000 square feet of unused space resulted in a non-productive cost of 
$111,000. 


224. Action for damages. In our 1971 Report (paragraph 196) reference was made 
to a collision between two vessels in the St. Lawrence River down stream from Sorel, 
Que., which resulted in the total loss of one of the vessels. By petition of right, 
action for damages in excess of $5 million was taken against the Crown by suppli- 
ants who included underwriters, insurers and consignees of the cargo of the sunken 
vessel. The suppliants alleged that the collision had been caused by the displace- 
ment of a range light, under the control of the Department of Transport, which 
guided one vessel so close to the south bank that it sheered, crossed the navigation 
channel and collided with the other vessel. The judgment of the Exchequer Court of 
Canada, pronounced in September 1968, maintained the petition of right with costs, 
it being provided in the judgment that the matter of assessing damages was to be 
determined ‘“‘by reference”’ and that in the event of an appeal, such reference was to 
take place after the appeal. 


An appeal from the Exchequer Court judgment lodged by the Crown in the 
Supreme Court of Canada was heard in May 1970. In a judgment rendered on April 
27, 1971, the Supreme Court ruled that the liability to make good the damage 
occasioned by this collision should be borne 50% by the Crown and 30% and 20% by 
those responsible for the navigation of the two vessels. The Court also reeommended 
that the case be referred back to the Exchequer Court for disposition of a counter- 
claim by the owner of one of the vessels involved. 


To December 7, 1972, the Crown had paid a total of $1.4 million on account of 
certain provable damage claims including interest, and legal costs. 


225. Deficiency in Government Annuities Account. Section 15(1) of the Govern- 
ment Annuities Act, R.S., c. G-6, provides that: 


An account shall be kept, to be called the Government Annuities Account, of all moneys 
received and paid out under this Act, and of the assets and liabilities appertaining to the grant 
of annuities under this Act; and among the liabilities included in the said account at the end 
of each fiscal year shall appear the present value of the prospective annuities contracted for up 
to the end of such fiscal year. 

An actuarial valuation of the Account as at March 31, 1972, disclosed a deficiency of 
$1,255,000. In order that the Account would record the full liability with respect to 
annuities at the end of the fiscal year, in accordance with the requirement of the 
Act, the Account was credited with the amount of the deficiency and a correspond- 
ing amount was recorded as a statutory vote charge of the Department of Manpower 
and Immigration, described in the Public Accounts as “Government annuities— 
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Payment required to maintain reserves, Government Annuities Act’’. This practice is 
consistent with that followed in previous years. In the years when an actuarial 
surplus was disclosed, the amount of the surplus was transferred to revenue of 
Canada. 


The cumulative total of annual deficiencies since inception in 1909 is $34,495 000 
while annual surpluses total $8,889,000, leaving a net amount of $25,606,000 paid by 
Canada to maintain the Account in a sound actuarial position. It is questionable 
whether the Act provides adequate authority for charging deficiencies to 
expenditure. 


226. Weakness in payroll cheque distribution controls. A personnel clerk at a 
hospital operated by the Department of Veterans Affairs failed to remove from the 
payroll the name of an employee who had resigned and then manipulated documen- 
tation initiated by others to conceal the fact that the ex-employee was no longer 
working at the hospital. When the irregularity was discovered by personnel of the 
hospital, the clerk had in his possession payroll cheques totalling $12,000 which had 
been issued in the name of the ex-employee between August 1969 and October 1971. 


The cheques were cancelled and our subsequent investigation disclosed that the 
dangerous situation had developed because of the almost complete lack of internal 
control within the hospital’s payroll procedures. 


227. Federal-provincial shared-cost programs. Information regarding Canada’s 
contribution towards each of the larger federal-provincial shared-cost programs is 
available in the various tables in section 33 of Volume II of the Public Accounts. 
However, there is no consolidation showing the overall federal contribution to these 
programs. 


In previous Reports (paragraph 210 in 1971) we have expressed the view that it 
would be informative to the House if a detailed summary were presented in the 
Public Accounts showing the numerous federal-provincial shared-cost programs and 
the federal share of the costs. The Public Accounts Committee considered this 


suggestion on February 2, 1971, and in its Fifth Report 1970-71, presented to the ~ 


House on March 10, 1971, reeommended that a detailed summary of these programs 
be provided as an appendix to the Public Accounts showing the federal share of the 
cost of each program on an annual and cumulative basis, and that the information 


on the federal share of each program be provided by province. (See Appendix 1, item 
34.) 


In October 1972 we wrote to the Deputy Receiver General for Canada inquiring 
whether he proposed including in the Public Accounts the detailed summary 
recommended by the Public Accounts Committee. We were advised that the 1971-72 
Public Accounts did not include such a summary as it was felt that the time 
involved in the accumulation of the information would delay the production of the 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 179 


Public Accounts. However, we were also advised that unless unforeseen problems 
arise, this summary should appear in the 1972-73 Public Accounts. 

In 1971-72 Canada participated with one or more of the provinces in 88 
shared-cost programs compared with 81 in 1970-71 as follows: 


1971-72 1970-71 


Costs shared with: 
GN CCR eee ep Pan ck Sa oh Rhee. Uses eae ey ee ine coe Wied aoe 10 13 
MIGter RAMONE PUL HOY BE PrOVILICES > oate sient oo ekcis cbaea aes Mae cree a aan 43 47 
OO eO CIPO VINCE ete ord ty... clon esa aie: ea, Sans es RD ate M Gea agrees «Matec toads 4B 35 21 


During the year seven programs were completed while 14 new programs were 
started. 


The federal expenditure under these programs in 1971-72 totalled $2,672 million 
compared with $2,334 million in 1970-71. A summary of expenditure by departments 
and programs, showing the amounts applicable to each province, with comparable 
figures for the previous year, appears as Appendix 2 to this Report. 


Expenditures on all programs are the subject of test audit by us, the extent of 
the test in each case being determined by the nature of the program and the scope of 
the audits carried out by the provincial auditors prior to the submission of claims, 
and by the Audit Services Bureau of the Department of Supply and Services in 
those cases where the Bureau is requested by departments to carry out examinations. 
Many of the programs are complex and their terms subject to varying interpreta- 
tions and applications. Because of this, and the fact that the programs comprise a 
major portion of Canada’s total contributions, provincial records are examined by 
our regional representatives annually in connection with all programs coming under 
the jurisdiction of the Department of National Health and Welfare, excepting the 
medical care program, all programs coming under the Department of Manpower and 
Immigration, as well as a number of Agricultural and Rural Development Act 
programs and special area agreements under the Department of Regional Economic 
Expansion. No examinations of provincial records are made in respect of expendi- 
tures on the remainder of the programs; claims and supporting documentation 
relating to these are examined by us at the departmental offices responsible for their 
administration, reliance being placed on the audit certificate given by the provincial 
auditors as to the validity and correctness of the charges and on the direct examina- 
tions made of many of these programs by the Audit Services Bureau. 


228. Losses through the fraud, default or mistake of any person. Section 61(1)(e) of 
the Financial Administration Act requires the Auditor General to report annually to 
the House of Commons every case in which he has observed that there has been a 
deficiency or loss through the fraud, default or mistake of any person. 


180 REPORT OF THE AUDITOR GENERAL — 1972 


During the year 62 losses totalling $210,759 were noted resulting from defalca- 
tions or other fraudulent acts of public officers, of which $43,515 was recovered, 
leaving net losses of $167,244. These are summarized as follows: 


Initial 
Number loss Recoveries Net loss 

Nanbpower ane dl mimipre tions swe e08s As os es Shes ee 1 $ 77,950 $ $ 77,950 

Nartonal DETenCR ten vse teresa lutte. dae tants secon Gretaetang 1 4,663 4,663 

INSTICNU OE ATOOUTS SOBTC4E i.e yo toe ee ete ne eae 1 49 695 49 695 
National Revenue— 

PUA XELIO MMO Re tree aiderc hoe Sern lee en creer ieee eee 5 390 390 

8 132,698 132,698 

PGS OTICO Me Oe ee a es ee de ees eee tee ton enon nd 54 78,061 43,515 34,546 


62 $ 210,759 $43,515 §$ 167,244 


The Post Office losses are chargeable to the Post Office Guarantee Fund and | 
the other losses to the Public Officers Guarantee Account. Of this latter group only | 
the five National Revenue, Taxation losses totalling $390 had been charged to the 
Account at the year-end. Furthermore, these were the only losses, of the eight losses | 
in departments other than the Post Office, that were reported in the Public Accounts | 
for 1971-72, as required by section 98(3) of the Financial Administration Act. 


A net amount of $12,988 remaining from 13 fraudulent losses in six departments 
reported by us in prior years had not been charged to the Public Officers Guarantee | 
Account at March 31, 1972, and, in fact, ten of these in four departments totalling | 
$11,139 have never been reported in the Public Accounts. The oldest, amounting to | 
$1,524, occurred in 1954-55. | 


In addition to losses involving public officers, there are inevitably, in the | 
administration of the numerous and complex programs of the Government, some | 
losses through the fraud, default or mistake of individuals outside the Public | 
Service. These, when encountered in our test examinations, are brought to the | 
attention of the administering department and, if significant, are commented on in | 
our Report. Examples may be found in paragraphs 93, 164, 165 and 214 of this 
Report. } 


229. Non-productive payments. The Public Accounts Committee in its Fifth 
Report 1961, in its Sixth Report 1964-65, and as recently as January 19, 1971, | 
unanimously requested the Auditor General to include in his annual Report to the | 
House of Commons any non-productive payments that come to his attention during | 
the course of his annual audit. 


Since 1961, in compliance with this request, there have been included in the | 
Auditor General’s annual Report details of non-productive payments that came to | 
our attention during the course of the audit. Again this year we have sought to point 
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out the underlying causes, particularly where the circumstances appear to have been 
beyond the control of the department or agency to whose appropriation the charge 
was made. 


The total of the non-productive payments this year is estimated at $8,842,000. 
Many of these originated in prior years but in most cases a payment was made in 
1971-72. Of these cases, 24 have been described in the foregoing paragraphs while the 
remaining 10 are as follows: 


1. PAYMENTS FOR UNUSED AIR TRANSPORTATION. In the spring of 1971 the Department of 
Manpower and Immigration initiated the International Student Summer Employment 
Exchange Program to assist Canadian students to obtain short-term employment abroad in 
the summer of 1971. Because of the late announcement of the Program, student participation 
was not as great as had been expected. The Department paid $2,600 for unoccupied space on a 
chartered flight and also reimbursed a student organization, which was providing services to 
participants in the Program, $800 towards a loss of $3,000 suffered by the organization as a 
result of the cancellation of six flights. 


2. PLANS NOT USED BECAUSE OF CHANGES IN DEPARTMENTAL REQUIREMENTS, AMHERST, N.S. In 
December 1965 the Department of Public Works engaged a firm of consultants to design, 
prepare working drawings and specifications for, and subsequently supervise the construction 
of, a proposed federal building at Amherst to meet the accommodation requirements of four 
government departments. 


The preliminary plan was based on the space requirements calculated by the departments 
concerned. The departments, however, increased their estimated space requirements on three 
occasions, which would have necessitated an extension to the floor area beyond the limits of 
practicability of the original plans. Accordingly, the original concept was rejected in August 
1968 and a new design ordered. 


The consultants completed the new design but before tenders were called two of the 
departments reduced their accommodation requirements because of phasing-out of operations 
(see paragraph 190 of this Report). Plans for the proposed building were then cancelled. 


The consultants were paid $27,700 for plans that were not used. 


3. COST OF UNUSED OFFICE SPACE, TRENTON, ONT. To provide office accommodation for the 
Department of National Defence, the Department of Public Works leased space in a building 
in Trenton for a period of five years terminating June 320, 1971, at a rental of $11,200 per 
annum. 


On July 18, 1969, the Department of National Defence advised the Department of Public 
Works that the office in Trenton would be closed on July 31, 1969, as the operation for which 
the space had been acquired was being transferred to Toronto. Attempts to sublet the space or 
to negotiate cancellation of the lease proved unsuccessful. 


The cost of the unused office space from August 1, 1969, to June 30, 1971, twenty-three 
months, was $21,500. 


4. ADDITIONAL COST DUE TO REVISION OF PLANS, COLLINS BAY, ONT. In 1966 the Department of 
Public Works, on behalf of the Canadian Penitentiary Service, appointed a firm of architects 
to provide services for five projects forming part of a rehabilitation construction program at 
Collins Bay Penitentiary. In our 1971 Report (paragraph 173, item 6) we referred to the 
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payment of $15,200 to the architects for the design of one of the proposed projects that had | 


been deferred indefinitely. 


Another project was the construction of a cell block to provide greater security and control 
of inmates. After the plans had been completed, the architects were instructed to make certain 
changes, including the redesign of the mezzanine control room, cell doors and heating system. 
The project was completed during the year at a cost of $555,800 including $12,600 for changes 
made to the original plans. 


. COST OF UNUSED PLANS, MONTREAL, QUE. Paragraph 170 of our 1971 Report dealt with a 


contract, awarded in 1969, for improvements to the postal terminal building in Montreal. The 
sequence of work, established by the Post Office Department after the contract had been 
awarded, restricted the activities of the contractor and resulted in a claim for delays that was 
settled for $148,000. 


The contract included the installation of air conditioning and ventilation designed by a 
firm of consulting engineers. In August 1970 the contract with the consulting engineers was 


extended to include consulting services for the addition of an incinerator and modifications to | 


the boiler room. The consultants then prepared drawings and specifications for the additional | 


work, estimated to cost $499,000. However, the scope of the additional work was subsequently | 


reduced and the work was completed at a cost of $286,000. 


During 1971-72 the consultants were paid $8,900 for drawings and specifications relating to 
the work which was not carried out. 


. ADDITIONAL COST DUE TO CONSTRUCTION DELAY, OTTAWA. In August 1971 the Department of 
Public Works awarded a contract for an extension to the loading dock area at the Royal | 


Canadian Mounted Police Headquarters, Ottawa. The, project, estimated to cost $112,000, 
involved matching the new structure with and connecting it to the existing headquarters 
building. Due to inaccurate information supplied to the contractor concerning the headquar- 
ters building, several problems were encountered during construction that resulted in a change 
to the design and a delay of 21 days. 


In December 1971 the contractor submitted a claim for $13,200 in respect of the delay. The 
claim was settled for $7,400. 


. ADDITIONAL COSTS DUE TO REVISION OF PLANS, OTTAWA. In May 1968 the Department of 


Public Works engaged a firm of consultants to design, prepare contract documents for, and 
supervise the construction of, a central cooling plant and a chilled water and an improved 
steam distribution system for a group of government-owned buildings in Tunney’s Pasture, 
Ottawa. The estimated cost of the project was $3,030,000. 


In September 1971, after designs and specifications had been completed, the Department 
instructed the consultants to change the point of entry of the chilled water and steam conduits 


into one of the buildings. As a result changes were required in the designs and specifications, 


for which the consultants were paid $3,100. 


. COSTS ARISING FROM CANCELLATION OF PROJECT, WINNIPEG, MAN. In August 1967 the Depart- 


ment of Public Works engaged a firm of architects to provide design services and prepare 
contract documents for the construction of a forest research laboratory at Winnipeg for the 
Department of Forestry and Rural Development (now the Department of the Environment). 


In September 1967, following a Cabinet decision to reduce 1968-69 expenditures, the 
Department of Forestry and Rural Development reviewed its construction program and 
deferred construction of the forest research laboratory. In 1968-69 the architects were paid 
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$2,100 for services relating to the project. In April 1971 the architects were advised that as a 
result of a reorganization within the Department, it was unlikely that the building would be 
erected in the foreseeable future and that their engagement was therefore terminated. 


. COST OF ABANDONED PROJECT, OTTAWA. The construction of a heliport, for rapid transporta- 


tion between the Ottawa International Airport and the Parliament Buildings, has been under 
consideration since 1963. In October 1970 the Department of Public Works, anticipating 
approval of the project by the Treasury Board, engaged a firm of consulting engineers to 
prepare contract documents and supervise construction of a heliport in an area adjacent to the 
Parliament Buildings. 


The project was abandoned in August 1971 when it was decided that the site selected 
might be required for other purposes. The agreement with the consulting engineers was then 
terminated and $2,000 was paid for the work abandoned. 


ADDITIONAL COSTS DUE TO ENGINEERING ERROR. In August 1969 the Department of Transport 
entered into a contract at an estimated cost of $390,000 at firm lump-sum and unit prices for 
the construction of a new automatic lighthouse and the demolition of the existing lighthouse 
at Ile aux Coudres, Que. 


Late in 1969 after the concrete footing was poured, it was discovered that the Depart- 
ment’s engineer had made an error in correlating the elevations shown on the contract 
drawings with those supplied by surveyors. The error resulted in the base of the structure being 
built about six feet higher than specified in the drawings and susceptible to damage by river 
ice. 


Emergency measures were taken to protect the stability of the structure and to increase its 
resistance to the thrust of river ice. These measures consisted of placing riprap around and 
against the base of the pier and welding the joints of the sheet piling. The error in elevation 
also resulted in the use of more concrete and sand fill and in addition necessitated the rental 
of a larger crane to carry out the construction of the tower. 


Additional costs incurred as a result of this error amounted to $81,000. 


184 


Summary of Assets and Liabilities 


230. The Statement of Assets and Liabilities as at March 31, 1972, with 
comparative figures as at the end of the preceding year, prepared by the Receiver 
General for inclusion in the Public Accounts as required by section 55 of the | 
Financial Administration Act and certified by the Auditor General, is reproduced as 
Exhibit 2 to this Report. 


Assets 


231. The following table shows the assets at March 31, 1972, by main headings 
in the Statement of Assets and Liabilities, and the corresponding balances at the | 
close of the two previous years: | 


March 31, 1972 March 31, 1971 March 31, 1970 
CUTren aSSO LS! area ete els coe hate pes ene ee $ 1,959,901,000 $ 1,708,917,000 $ 1,1838,194,000 | 

Departmental working capital advances ..... 171,966 ,000 194 312 000 189,187,000 
Foreign exchange reserve accounts .......... 6,657 ,606 000 5,727 305,000 4 020 ,400 000 
SOC) SecuriLy accOUiils. hy uk ensalie toate nine 4 794 933,000 3,701,275,000 2 832 ,734 ,000 

Investments held for retirement of unmatured 

3 1200 RR ara RNs, Pomel erent eae an 15,386,000 6,875,000 13,817,000 | 
Advances, loans and investments— Domestic —13,749,683,000 12,191,363 ,000 10,921 ,076,000 | 

Advances, loans and investments— External 1,838 ,899 000 1,706,887 ,000 1 633,008,000 
Securities heldan tristys) wis eyscdeid salons aeem 128 673,000 124 491,000 114,363,000 : 
Deferred charges (inst lt le wagiton wees, 921 ,467 ,000 743 ,586 ,000 750 ,596 ,000 
Inactive loans and investments.............. 94,824,000 94 824,000 94 824 000 | 
AT Gta bP PECOTUCE TASSELS 5 duleien a's caceeeta Rakin es 30 333 ,338 ,000 26,199 835,000 21,753,199 ,000 | 
Less: Reserve for losses on realization of 
RSSCLGE Ti eK kd Mi Ce a ter 546 ,384 ,000 546 384,000 546 384,000 
Pees le ea Dips See RRP IPRS St ch ks 

Net teCOTded assets ty hk car Geiger tie cee $ 29,786,954,000 $ 25,653,451,000 $ 21,206,815,000 


232. Current assets. The balances included under this heading at March 31, | 
1972, with the comparable balances at the close of the two previous years, were: | 


March 31,1972 March 31,1971 March 31, 1970 


OBL 5 eae beled alle, BA AS Ur aA nha Cee vs Rant arctan 2 Gb $ 1,823,883,000 $ 1,599,287,000  $ 1,042,206,000 
Securities held for the Securities Investment 

PROP OOR I tiaut oil 0d ad cc bei «oa nut ea al oa ee 56,031,000 56,932,000 97 370,000 
WERDER CIITTENG GSsetS as) k oeay ee wou ea uae ne 79 987,000 52,698 ,000 43,618,000 


$ 1,959,901,000 $ 1,708,917,000 $ 1,183,194,000 
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The $56,031,000 balance in the Securities Investment Account represents the 
amortized cost of securities of Canada held temporarily by the Minister of Finance 
under the authority of section 12 of the Financial Administration Act. 


The total of $79,987,000 shown for ‘‘Other current assets’? comprises Post Office 
cash on hand and in transit, $20,225,000, and cash totalling $59,762,000 received by 
departments after March 31, 1972, which was applicable to, and was recorded in, the 
1971-72 accounts. 


233. Departmental working capital advances. The balances included under this 
heading at March 31, 1972, with the comparable balances at the close of the two 
previous years, were: 


March 31,1972 March 31,1971 March 31, 1970 


Stockpiling of uranium concentrates .............4 $ 101,183,000 $ 101,183,000 $ 94,621,000 
Miscellaneous departmental accountable, imprest 

PME GEANGING AAV ANCES yack dy seth ae eh vague ses 23 259,000 21,364,000 20,833,000 
Defence Production Revolving Fund .............. 14,185,000 36,260 ,000 27 600,000 
PEPURIS HOLE SUOLES: aka es A dkG res ah Si Oki cha Sats 8 213,000 8 ,667 ,000 8,184,000 
BU ioDyI NC COINAR Cura haat iss Soule all nels hare sees 7,675,000 11,982,000 18,784,000 
Canadian Government Supply Service ............. 2,340 ,000 2,879,000 5,684 ,000 
ORE he ce Re Ny eg hs are aes 15,111,000 11,977,000 13,481,000 


$ 171,966,000 $ 194,312,000 $ 189,187,000 


The amount of $101,183,000 for stockpiling of uranium concentrates comprises 
the costs of acquiring and refining these concentrates together with storage to March 
31, 1971. Subsequent storage charges have been paid from an appropriation of the 
Department of Energy, Mines and Resources. 
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The item ‘Miscellaneous departmental accountable, imprest and standing 
advances”’ includes travel and other advances held by departments, government 
agencies and individuals over the year-end. The larger departmental totals of 
outstanding advances at March 31, 1972, were: Department of National Defence, 
$12,134,000; Canadian International Development Agency, $2,443,000; Department 
of Manpower and Immigration, $1,370,000; and Department of Labour, $1,143,000. 


The Defence Production Revolving Fund, established under the authority of 
section 15 of the Defence Production Act, R.S., c. D-2, provides funds to finance the 
cost of stocks of defence supplies and essential materials and for working capital 
loans and advances to manufacturers of such supplies and materials. 


234. Foreign exchange reserve accounts. The balances included under this head- 
ing at March 31, 1972, with comparable balances at the close of the two previous 
years, were: 
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March 31,1972 March 31,1971 March 31, 1970 
Exchange’ Puna "Account. wee re nes oe $ 5,516,279,000 $ 4,578,424,000 $ 3,220,400,000 


International Monetary Fund— subscription to 
CADET Lid atlas, tra oe Palanan ee enc aE OE 1,141,327 ,000 1,148,881 ,000 800,000 ,000 


$ 6,657,606,000  $ 5,727,305,000  $ 4,020,400,000 


The Exchange Fund Account is operated by the Bank of Canada on behalf of 


the Minister of Finance. The balance of the Account at March 31, 1972, $5,516,279,- 
000, comprised cash advances of $5,146,000,000 and Canada’s allocation of special 
drawing rights issued by the International Monetary Fund, $370,279 ,000. 


Cash advances are made by the Minister from time to time within the maximum 


($5 ,500,000,000 at March 31, 1972) authorized by the Governor in Council under | 
section 15 of the Currency and Exchange Act, R.S., c. C-39. The market value of the | 
net assets acquired from the cash advances to the Exchange Fund Account was | 


$4,929 776,000 indicating an unrecorded deficit of $216,224 ,000. 


Special drawing rights are a medium used by the International Monetary Fund, 
and by participating countries as reserves to increase international liquidity. 


The decrease of $7,554,000 in the amount of Canada’s subscription to the capital 
of the International Monetary Fund resulted from a refund by the International 


Monetary Fund due to an increase in the market value of the Canadian dollar in | 


1970-71. 


235. Social security accounts. These comprise the Canada Pension Plan Invest- 
ment Fund, $4,611,303,000, and advances to the Unemployment Insurance Account, 
$183 630,000. 


Funds of the Canada Pension Plan, in excess of an amount estimated as 
required to meet all payments in the following three months, are available for 
investment in 20-year non-negotiable provincial and federal securities at the average 


market yield of outstanding negotiable bonds of Canada which are 20 years or more | 


from maturity. Investments in these securities at March 31, 1972, with the compa- 
rable balances at the close of the two previous years, were as follows: 


March 31,1972 March 31,1971 March 31,1970 


LORUATLO Se ec eee sR ee Ne ee age ete $ 2,560,735,000 $$ 2,062,407,000 $ 1,586,369,000 
Brtignc@o inlays nek oboe team aa kee 667 ,063 ,000 535 852,000 410,748,000 
POU OT UA Besied F486 cre eRe ENA EA cote a 428 252 000 341,141,000 258,819,000 
Wises POD urs bcoke sen Be eele. Aioe oe CO en 271,547,000 217,816,000 166 345 000 
DAS KALCO WEINER scsi eel Ean e f foe'a oR Alien 217,421,000 174,690 ,000 131,822,000 
INGWApOCOUL AT. tt ko Ra oer tt a lcas ee 178 451,000 142,736,000 108 695,000 
New Brunswick .......... SOE Sates Fue eee 135,631,000 108,805,000 82,990 ,000 
INGOT CLIN tere bose ache eee ee oe ee oe 87,918,000 70,316,000 53,487 ,000 
GIR DC Osan «hort beret pth 6 Bees ai a Ae ky 19,445,000 12,832,000 7,700,000 
Prince award-lsland, oacu.sncv. a sau oie ee 17,479,000 13,859,000 10,385,000 
BEIT Cee ee Ome Sees OP Cg ORE ais MAP Soe ag € OP ates 27 361 000 20,821,000 15,374,000 


$ 4,611,303,000 $ 3,701,275,000 $ 2,832,734,000 
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The advances to the Unemployment Insurance Account were made under 
section 137 of the Unemployment Insurance Act, 1971, 1970-71-72, c.48, when the 
amount standing to the credit of the Account was not sufficient for the payment of 
benefits and costs. 


236. Investments held for retirement of unmatured debt. These investments 
amounting to $15,386,000 consist of 5 1/2% Canada bonds maturing on August 1, 
1980, with a par value of $16,659,000, purchased under terms of issue whereby the 
Government is to endeavour to purchase quarterly, in the open market and under 
certain conditions, one-half of one per cent of the principal amount of the issues. 
During the year, bonds with a par value of $8,900,000 were purchased for $8,389,000 
and the discount amortized and credited to revenue amounted to $122,000. 


237. Advances, loans and investments—Domestic. The balances included under 
this heading at March 31, 1972, with comparable balances at the close of the two 
previous years, were: 


March 31, 1972 March 31, 1971 March 31, 1970 


Loans to, and investments in, Crown corpora- 


PTOTICIE ENCE fe 05.5 ES BOR y's. Hie an ee $ 11,997,766,000 
Loans to provincial governments ............ 504 927,000 
Weterans? Land ACtEy MUNG: «0s ssiuendas siete 533,015,000 

Less: Reserve for conditional benefits ..... 30 ,227 ,000 

502,788,000 
Municipal Development and Loan Board.... 254,111,000 
Miscellaneous s. 1 k, Sant ities: Ail ood we Mend bils 490 091 ,000 


$ 13,749,683 000 


$ 10,755 ,254,000 
309,949,000 
520,723,000 

28,384 000 
492,339,000 


263 555,000 


320 ,266 000. 
$ 12,191,363,000 


$ 9,634,530,000 
319,649,000 

498 728,000 
26,649 000 
472,079,000 
272,777,000 


222 041,000 


$ 10,921,076,000 


LOANS TO, AND INVESTMENTS IN, CROWN CORPORATIONS. The following table lists 
these loans and investments at March 31, 1972, with the comparable balances at the 
close of the two previous years: 


March 31, 1972 


Central Mortgage and Housing Corporation $ 5,693,987,000 


Canadian National Railways ............... 2,590 ,420 000 
Bari Credit. COrpOranon « <0 sm) seta te sas: 1,207 ,190 000 
The St. Lawrence Seaway Authority......... 679,729 000 
Atomic Energy of Canada Limited.......... 616,514,000 
Export Development Corporatior ........... 472 354,000 
National Harbours Board...... aC SORE 273,502,000 
Northern Canada Power Commission........ 52,432,000 
Eldorado Nuclear Tamited’s....2340 t.5 004. 28% 44 197,000 
Canadian Overseas Telecommunication Cor- 

DOPAHOD Oe ce et ree cee ea ene wee 40,011,000 
Polymer Corporation Lamited-243.2. 3. 2S 30,000 ,000 


March 31, 1971 


$ 5,038,083 000 
2,361,196 ,000 
1,176,750,000 

618,643 000 
504,282,000 
304 398 ,000 
270,239,000 
49 410,000 
35,247,000 


42 315,000 
30 ,000 000 


March 31, 1970 


$ 4,441,789,000 
2,156,770 ,000 
1,127,727 000 
562,714,000 

343 370 000 
273,913,000 
265,696 ,000 

44 673,000 
25,477 ,000 


45,919,000 
30,000,000 
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National Capital Commission, other than 


March 31, 1972 


March 31, 1971 


March 31, 1970 


Greenbelf-—‘seealso below 30.20 3.06. k snes 23 399 ,000 23 399 ,000 29 ,682 ,000 
Northern Transportation Company Limited 16,350,000 16,100,000 10,000,000 
Canadian Commercial Corporation ......... 15,500,000 15,500,000 15,500,000 
rani CanaGae OlIMniteds sue css Cidceln woe 11,396,000 — — 
Canada Deposit Insurance Corporation...... 10,000 ,000 11,400,000 30,500,000 
Freshwater Fish Marketing Corporation ..... 10,000,000 4,800,000 2,200,000 
Canadian Broadcasting Corporation—work- 

ing capital—see also below ................. 9 599,000 9,630,000 9,000 ,000 
Cape Breton Development Corporation...... 8,000,000 4,000,000 8,000 ,000 
Ba OL CAA oe ed tts Oe meet 5,920,000 5,920,000 5,920,000 
Canadian Arsenals: Limited é.s.)028). #200. 4 000,000 4 500,000 4 500,000 
Canadian Film Development Corporation ... 3,866 ,000 3,087 ,000 1,748,000 
Canadian National Railways—re acquisition 
and repair of passenger equipment .......... 1,425,000 1,650,000 2,000 ,000 
Royal Ganadtan MIN ste > Rokk cee ork en oe: 1,000,000 1,000,000 2,000,000 
Canadian National Railways—re Yarmouth 

me OT EAL DOU CELY 6. lok: sca tied eens sy. 543,000 568,000 592 000 
Canadian National (West Indies) Steamships, 

USDA ST GTO C A he Can Ge RL PRR A oy Ree eS 325,000 325,000 325 ,000 
Canadian Patents and Development Limited 296 ,000 296 ,000 296 ,000 
Canadian Dairy Commission ............... — 23,430,000 45,167,000 

11,822,455,000 10,606, 168,000 9,485,078,000 
Recovery likely to require parliamentary 
appropriations— 
Canadian Broadcasting corporation ....... 137,480,000 111,005,000 112,005,000 
National Capital Commission— Greenbelt 37,831,000 38,081,000 37 447,000 
175,311,000 149,086,000 149,452,000 


$ 11,997,766,000 $ 10,755,254,000 $ 9,634,530,000 


The total of $11,997,766,000, an increase of $1,242,512,000 over the previous year, 


does not represent the total equity of Canada in its Crown corporations at March 31, | 


1972. This equity in fact amounted to $13,776,369,000 as shown by their individual 
financial statements published in Volume III of the Public Accounts and as summa- 


rized on page 11.25 of Volume I of the Public Accounts. The principal reason for this | 
is that the accounts of Canada are maintained on a modified cash basis which does | 
not provide for recording as assets such items as surpluses of Crown corporations or | 


the cost of certain capital assets which have been charged to expenditure. In no sense 


does the Statement of Assets and Liabilities of the Government of Canada purport — 
to be a consolidation including the accounts of its wholly-owned corporations. The | 


corporations maintain their individual accounts on the accrual accounting basis 
followed in commercial practice and a number have financial years conforming to 
the cycle of their individual operations rather than the April 1 to March 31 fiscal 
year. 


Advances to Central Mortgage and Housing Corporation pursuant to the 
National Housing Act, R.S., c. N-10, increased by $656 million due to further 


advances of: $756 million for loans in respect of public housing, less repayments of | 
$183 million; $61 million for municipal sewage treatment projects, less repayments | 


of $19 million; $35 million for student housing, less repayments of $1 million; and 
$8 million for urban renewal, less repayments of $1 million. 
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The total for the Canadian National Railways increased by $229 million due 
to: 


(a) further investment in 4% preferred stock of the Company pursuant to section 6 of 
the Canadian National Railways Capital Revision Act, R.S. 1952, c.311, continued 
by the Canadian National Railways Financing and Guarantee Act, 1969, 1969-70, 
c.8, and the Canadian National Railways Financing and Guarantee Act, 1970, 
POET DAC COMES ES ie Sis FARE DE SI Micess OO Meche eis OARS Oe Ee Ma ok $ 31,121,000 


(b) further advances under the authority of— 


Canadian National Railways Financing and Guarantee Act, 1941, 1940-41, c.12 | 
Canadian National Railways Financing and Guarantee Act, 1942, 1942-43, c.22 f 3,480,000 


Canadian National Railways Refunding Act, 1955, 1955, ¢.31..............000. 178,290 000 
Canadian National Railways Financing and Guarantee Act, 1970, 1970-71-72, 
iNew 
DECOM tOals hOClIE © BUSCAR oats ea memrn S UNTe Oy Sune Pr ewe uttics fee kaes oe 14,000,000 
Section 11—temporary financing of Canadian National Railways ........... 9,032,000 
peciion, 12—temporary financing of- Air Canada. 9: «iets. 8 wakes s Saree 5 3 14,373,000 
250,296,000 
Less: Repayment of advances made in the previous year for temporary financing ..... 21,072,000 


$ 229 224 000 


The amount shown for the Farm Credit Corporation increased by $30 
million, due to further loans of $98 million less repayments of $69 million, and $1 
million paid to the Corporation under section 12 of the Farm Credit Act, R.S., c. 
F-2, as additional capital. 


The amount shown for The St. Lawrence Seaway Authority increased by $61 
million during the year due to additional loans of $54 million and a net increase of 
$7 million in deferred interest. Included in loans to the Authority are interest-free 
loans of $75 million for the Welland Canal. 


Loans to Atomic Energy of Canada Limited increased by $112 million due to 
further advances with respect to: Bruce heavy water and steam plant, $68 million; 
Pickering nuclear power station, $20 million; heavy water inventory, $10 million; 
Nelson River transmission line, $8.5 million; and Gentilly nuclear power station, 
$4.7 million. 


Loans to, and investment in, the Export Development Corporation increased by 
$118 million. This change reflects net advances to enable the Corporation to provide 
long-term financing of export sales, $108 million, the purchase of additional stock, 
$5 million, and payment into capital surplus of $5 million as required by section 
11(3) of the Export Development Act, R.S., c. E-18. 


Loans to the National Harbours Board increased by $3.3 million due to 
advances of $1 million for Halifax Harbour, $2 million for Vancouver Harbour, and 
$278,000 for the Burrard Inlet Crossing engineering studies, authorized by Transport 
Vote L85, Appropriation Act No. 3, 1971, 1970-71-72, c.46. 


The amount shown for Eldorado Nuclear Limited increased by $8.9 million 
during the year due to further advances of $13.2 million authorized by Energy, 
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Mines and Resources Vote L60, Appropriation Act No. 3, 1971, 1970-71-72, c.46, and | 
repayments of $4.3 million. 


Loans of $11,396,000 to Uranium Canada, Limited are actually payments for 
the acquisition for Canada of uranium concentrates, pursuant to Energy, Mines and) 
Resources Vote Lilc, Appropriation Act No. 1, 1971, 1970-71-72, c.25. Uranium) 
Canada, Limited is a Crown corporation incorporated in June 1971 under the } 
provisions of the Canada Corporations Act, R.S., c. C-32, pursuant to section 10 of | 
the Atomic Energy Control Act, R.S., c. A-19, to act on behalf of Canada with 
respect to the acquisition and sale of the stockpile of uranium concentrates estab- | 
lished under a joint venture agreement with Denison Mines Limited. 


Loans of $4.8 million to the Freshwater Fish Marketing Corporation were repaid 
during the year and further loans of $10 million were made under the authority of 
section 17 of the Freshwater Fish Marketing Act, R.S., c. F-13. 


‘The amount shown for Canadian National Railways with respect to the govern- | 
ment-owned Yarmouth—Bar Harbour Ferry includes the balance of an interest-free | 
loan of $343,000 made under the authority of Transport Vote 542, Appropriation Act | 
No. 4, 1954, 1953- | 
1955, c. 60, towards the construction cost of a new dock and facilities at Bar Harbour, © 
Maine, U.S.A., which are also government-owned. During the year $25,000 was | 
repaid, the amount being charged as an operating cost of the ferry service, the net | 
operating cost of which is provided for by an annual parliamentary appropriation. | 
An interest-bearing loan of $200,000 was also made under the authority of Transport | h 
Vote 791, Appropriation Act No. 5, 1955, for the purpose of providing working 
capital for the operation of the Yarmouth—Bar Harbour Ferry. 


| 


The financing of the capital requirements of the Canadian Broadcasting Cor- - 
poration continued to be by means of loans. Additional loans provided by Secretary | 
of State Vote L55, Appropriation Act No. 3, 1970, 1969-70, c.46, and by Secretary of | 
State Vote L60, Appropriation Act No. 3, 1971, 1970-71-72, c.46, totalled $33 million. | 
Repayments during the year amounted to $6.5 million. Repayment of the loans of | 
$137 million outstanding at March 31, 1972, will involve parliamentary appropria- : 
tions over a period of years. | 


Since 1957-58, loans have been made to the National Capital Commission for | 
the purpose of acquiring property in the Greenbelt. Repayments of $250,000 during | 
the year reduced the outstanding balance to $38 million at March 31, 1972. There are | 
no arrangements for repayment of these loans. | 


LOANS TO PROVINCIAL GOVERNMENTS. These loans at March 31, 1972, with compa- 
rable balances at the close of the two previous years, were: 


March 31,1972 March 31,1971 March 31, 1970 


| 

ICCC ee ee an ane 5 Sei ate sy Sener est oasl aeie eee oe $ 123,420,000 $ 72,252,000 $ 71,549,000 
Newiound lands) ere PAA ere.) aie 114,371,000 99 332,000 74,093 ,000 
. 

| 
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March 31, 1972 March 31,1971 March 31, 1970 


Pe ye SANUS Chr wees ee Mew he a Ph ve nce decane os sian wee $ 89,018,000 $ 70,444,000 $ 62,825,000 
ENG ECOL, tine etal ae eats Sada e's took dnd LS 79,541,000 75,799,000 62,817,000 
MSIL Aw OMIT Ack caieed Aanttcd acu lagi els, A ng ar oe oka 43 ,645 ,000 6,595 ,000 7,557,000 
BS i UENO TMB at arth Rede r hd otith on inte sftesar eee 21,038,000 21,806,000 22 365,000 
IGNACIO te Tag OMe A were a is Fee | Ua 15,222 000 7,420,000 13,823,000 
FAV oye eh Dey El) an ae Ae Pa 2 Be a 8,723,000 4 225 000 4,041,000 
Core AAC teddy < GEE NS Sa Sat tesla, ak aduians ii, dies deka ews 5,654,000 — — 

Priieeettiwarcesiand shew. gee els Ae Ee A 4 295,000 2,076 ,000 579,000 


i 


$ 504,927,000 $ 359,949,000 $ 319,649,000 


The following schedule shows the nature of the loans to the provincial 


- governments: 


March 31, 1972 March 31,1971 March 31, 1970 


Advances and loans pursuant to the Atlantic Prov- 
inces Power Development Act, R.S.,c. A-17....... 
Special program— loans to assist in the creation of 


$ 219,858,000 $ 216,554,000 $ 184,939,000 


PID LOY TRA Wess la hes Ses eked c Seale Pk he as 150,512,000 12,000,000 — 
Advances and loans for the development of com- 

munity and industrial infrastructures ............ 75 575,000 48 873,000 4,615,000 
Treasury bill indebtedness of the Governments of 

the Western Provinces pursuant to the provisions 

of the Western Provinces Treasury Bills and Natu- 

ral Resources Settlement Act, 1947, 0.77 .......... 21,031,000 24,477,000 27 877 ,000 
Quebec share re guarantee 1967 World Exhibition 

NOOR an ia ere ate, Aesth. aks ane ae ae 19,861,000 38 903,000 57,945,000 
Saskatchewan—re South Saskatchewan River Pro- . 

PSUS SO CSN Te ee te Ree Oe tae eee 12,337,000 12,337 ,000 12,337,000 
Prince Edward Island— loans for financial assist- 

ance pursuant to an agreement under the authori- 

ty of Regional Economic Expansion Vote L125, 

Appropriation Act No. 3, 1969, 1968-69, c.36 ....... 3,832 ,000 2,041,000 391,000 
GATS bts meh Manne Ie tea ane te ake 2 CC. pe dee SE ae 1,921,000 4,764,000 31,545,000 


$ 504,927,000 $ 359,949,000 $ 319,649,000 


Advances and loans to the provinces pursuant to the Atlantic Provinces Power 
Development Act increased by $3.3 million over the preceding year due to further 
advances of $5 million under the authority of Regional Economic Expansion Vote 
L15, Appropriation Act No. 3, 1971, 1970-71-72, c.46, and accrued interest of $3.7 
million on completed projects, less repayments of $5.4 million. 


Special program loans to assist in the creation of employment increased by $139 
million. Finance Vote Li3c, Appropriation Act No. 1, 1971, 1970-71-72, c.25, author- 
ized loans to a total of $160 million in the 1970-71 and 1971-72 fiscal years for the 
purpose of assisting in the creation of employment in areas where the number of 
unemployed workers was in excess of 4% of the labour force in the six-month period 
ending December 31, 1970. These loans were made to: Quebec, $70 million; British 
Columbia, $36 million; Manitoba, $7.7 million; Newfoundland, $6.7 million; 
Ontario, $5.6 million; New Brunswick, $5.4 million; Nova Scotia, $4.3 million; 
Alberta, $4 million; and Prince Edward Island, $429,000. In addition, Finance Vote 
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L19a, Appropriation Act No. 4, 1971, 1970-71-72, c.58, authorized the Federal-Provin- 
cial Employment Loans Program 1971 under which loans may be made for capital 
development projects in 1971-72 and 1972-73 up to $160.5 million for the purpose of 
assisting in the creation of employment. The Vote provides forgiveness of that 
portion of the principal amount of the loans that is equal to 75% of the normal 
direct on-site payroll costs incurred and paid before June 1, 1972, on a capital 
development project. Loans were made to New Brunswick, $8 million, and to British 
Columbia, $2 million. 


Advances and loans for the development of community and industrial infra- 
structures increased by $27 million due to further advances made under the authori- 
ty of Regional Economic Expansion Vote L25, Appropriation Act No. 3, 1971, 
1970-71-72, c.46. Advances are made to the provinces to provide financial assistance 
for a wide range of community and industrial projects necessary to economic 
expansion and social adjustment in special areas. Upon completion of projects the 
advances together with accrued interest are transferred to loans. Advances and loans 
have been made to Quebec, $33 million; New Brunswick, $14 million; Nova Scotia, 
$13 million; Newfoundland, $11 million; Manitoba, $1.9 million; Alberta, $1.6 
million; Saskatchewan, $1.1 million; and Prince Edward Island, $34,000. Included 
in these amounts are advances and loans of $6.7 million made by the Atlantic 
Development Board in connection with water system projects. Regional Economic 
Expansion Vote 10, Appropriation Act No. 3, 1971, authorizes the forgiveness of a 
portion of these loans covering the unused capacity of water systems as is deter- 
mined under agreements entered into between Canada and the provinces and the 


provincial water authorities. In 1971-72 the amounts forgiven totalled $194,000. The — 
outstanding loans totalling $75,575,000 bear interest at rates of from 6 1/8% to 8 


1/2% and are repayable in periods of from 5 to 30 years. 


MUNICIPAL DEVELOPMENT AND LOAN BOARD. Advances were made pursuant to the | 


Municipal Development and Loan Act, 1963, c.13, to provide financial assistance to 
augment or accelerate municipal capital works programs. The programs have all 
been completed. The loans are secured by municipal and provincial debentures 


payable over the useful life of the project, up to a maximum of 50 years. The | 


majority of the loans are for terms of from 20 to 30 years. 


MISCELLANEOUS. The balances included under this heading at March 31, 1972, | 


with the comparable balances at the close of the two previous years, were: 


March 31, 1972 March 31,1971 March 31, 1970 


Loans for acquisition of capital assets— 


Aarparteapital loads: AAA ere eee $ 136,806,000 $ 46,331,000 $ 5,126,000 
Vancouver International Airport ................ 6,798,000 4 204 ,000 — 
COCR ES ee Sake sire Serre back CORT eee ee ee eee 212,000 176,000 — 

143,816,000 50,711,000 5,126,000 

Government of the Northwest Territories........... 47 516,000 30,027,000 20,917,000 


Manufacturers of automotive products in Canada .. 37 852,000 40 262 000 33,752,000 
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March 31, 1972 March 31,1971 March 31, 1970 


Investment in shares of Telesat Canada............ $ 30,000,000 $ 10,000,000 § — 
Government of the Yukon Territory ............... 28,814,000 25,391,000 20 496 ,000 
Investment 1n shares of Panarctic Oils Ltd.......... 28 ,256 000 20 284 000 13,534,000 
Canada Development Corporation ................ 25,000,000 — — 
Manufacturers— defence plant modernization...... 24 909,000 20,768 ,000 18,341,000 
Housing projects for the Canadian Forces .......... 20,833,000 21,129,000 21 393 ,000 
Government equity in agency account of Crown 

Asseisdvisposal Corporation sais . wae >04 eee. Mens 18,978,000 12,581,000 9,181,000 
Hydro Quebec Research Institute.................. 13,400,000 10,900,000 — 
ASI? OL VLOILT ORL On out chr ate 4 aco anc VE ened Me SF 12,942 000 13,512,000 14,082,000 
Loans for Indian economic development ........... 6 356 ,000 6,167,000 4,154,000 
ISIStC LL ass E 1ORTS ST ee tie ales, sec eWs ie ok oe ai pie lel cts 6,146,000 6,922,000 9 227 000 
NOC e rs ET eae CR RAEN ist Need Sa ate 45 273,000 51,612,000 51,838,000 


$ 490,091,000 $ 320,266,000  $ 222,041,000 


The amount shown for airport capital loans represents capital expenditure at 
Montreal and Toronto International Airports, originally authorized by Transport 
Vote L165, Appropriation Act No. 3, 1969, 1968-69, c.36. Additional loans of $90 
million were made during the year. . 


The amount of $30 million for Telesat Canada is the cost of Canada’s invest- 
ment in the capital stock of that Company. Section 38 of the Telesat Canada Act, 
R.S., c. T-4, provides that the Minister of Finance, with the approval of the 
Governor in Council, may subscribe for, acquire and hold common shares of the 
Company for Canada up to a maximum investment of $30 million. The objects of 
the Company are to establish satellite telecommunication systems providing, on a 
commercial basis, teleeommunication services between locations in Canada. 


The amount of $25 million for Canada Development Corporation is the cost of 
Canada’s investment in the capital of that Corporation. Section 35 of the Canada 
Development Corporation Act, 1970-71-72, c.49, provides that the Minister of 
Finance, with the approval of the Governor in Council, may subscribe for, acquire 
and hold shares of the Corporation for Canada. The objects of the Corporation are: 
to assist in the creation or development of businesses, resources, properties and 
industries of Canada; to expand, widen and develop opportunities for Canadians to 
participate in the economic development of Canada; to invest in the shares or 
securities of any corporation owning property or carrying on business related to the 
economic interests of Canada; and to invest in ventures or enterprises, including the 
acquisition of property, likely to benefit Canada. 


During the year further loans of $2.5 million were made to the Hydro Quebec 
Research Institute under the authority of Energy, Mines and Resources Vote L10, 
Appropriation Act No. 3, 1971, 1970-71-72, c.46. The loans were made to assist in the 
financing of the construction of laboratories and repayment is guaranteed by the 
Province of Quebec. 
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238. Advances, loans and investments—External. The balances included under 
this heading at March 31, 1972, with comparable balances at the close of the two 
previous years, were: 

March 31,1972 March 31,1971 March 31, 1970 


Loans to national governments................. $ 1,513,165,000 $ 1,406,097,000 $ 1,327,928,000 
Subscriptions to capital of, and working capital 
advances and loans to, international organiza- 


O16; coho Wie ine Chelsea) ces oe 325,734,000 275,036 ,000 247 038 ,000 
Investments in United States dollar securities 

issued by other than the Government of 

ROAR R ec i ns fos oe EE ek — 25,754,000 58,042,000 


$ 1,838,899,000  $ 1,706,887,000 $ 1,633,008,000 


LOANS TO NATIONAL GOVERNMENTS. The following is a listing of the balances of 
these loans at March 31, 1972, in comparison with the balances at the close of the two 
previous years: 

March 31,1972 March 31,1971 March 31, 1970 


Miniter Ing OO Oe net Ee i eee ene valde $ 996,852,000 $ 1,017,670,000 $ 1,038,081,000 
SCTE 6c ge RRO ae Parr ake” at ee) ee ER MNS Ce 50,700,000 59,150,000 67 ,600 ,000 
eLnerintieises.0G, Let ee cee s sae as Pate 22 950 ,000 27 540 ,000 32,130,000 
De ORs tas eh OY Gai hae ee i 11,535,000 13 842,000 16,149,000 
RCTS ase Go ea ee ieee BS, Sen ea ie ae, 331,000 195,000 212,000 
1,082,368,000 1,118,397,000 1,154,172,000 
Special assistance loans to developing countries: 
AE ed or eet tne heater i oats moc tee crn reve ane 198,183,000 138 ,978 ,000 87 ,657 ,000 
PRRAGUAN COR a ed he oor tees ae tee a eee aa 94 571,000 78,868 ,000 43 661,000 
MI CEPIA i ikea. theme Martens sh ses eu syemiaden 18 327 ,000 9,941,000 7,653,000 
Hast Airican (Omminunrey .. «26s sacs «ea ew Mr oo 12,649,000 2,558,000 — 
SEPA Bele Oe ee es elie 12,312,000 9,473,000 7,502,000 
SOLO P aE. Bet oe Mas arden hcp oe antl Scie 8 885,000 4,616,000 564,000 
ATCA Tas CE ea Cae ee ee 8,438,000 6,408,000 5,096,000 
Trine ANG.) OUAZO (3 oa skate be oh kbs 6 626,000 6 363 ,000 5,101,000 
(aR AA) 6 POR. sores De NL 6,103,000 1,557,000 — 
SUNN ee MA Ee SOMERS POD Ad See 6,036,000 5,369,000 2,782,000 
Cire ee eee Sree ee ee eet 5,608,000 a -- 
AISI Mies cee Se See es ee 5,514,000 2,612,000 1,947,000 
ASIA 0k at Mie. 2 eet ce a ee ae ea oe 5,143,000 2 888 ,000 2,550 ,000 
Brazile eee oho oe Aine ee ee Oe 4,082,000 2,347,000 1,101,000 
ebswatits Sctsa eaee OF. Se ee Ses Ste 3,978,000 — — 
1 CL Fd RE a A er ee et ODay STEERS LSI 3,825,000 3,084,000 728,000 
EP SalVaGGr seen ee 6 le Ree ON ee 3,434,000 3,240,000 3,240,000 
BAY Caco B: Opeth eg ee Ree ee ek. A 3,143,000 1,009,000 — 
LOTS 5 Be 3 BSE Re ks SL te need ena Li, 2,540,000 1,214,000 1,108,000 
WIGEGCERIS tie ce wk oh i eh ane ts eee ae 2,281,000 934 ,000 = 
PAAR ODBC Vint Veee lc ements ares ek ee ae 2,182,000 267 ,000 — 
SNOT St Ra RE pe Bae EAMG ic hn ee Ree, 2,101,000 286 ,000 — 
lwory (loash ys eo oe Re eee ee 1 268 ,000 84,000 — 
PIG HAAS AT Cte coy od epee is 4s ee 1,263 ,000 — — 
Caribbean Agricultural Development Fund ... 1,250,000 a a 
ETE Parte 1 Ft Seeley lami a SP nen Ue ies ea 1,230,000 — — 
PICT AIT ne re eet. Peak Ah. a On © eee Ye 1,193,000 289 ,000 — 
Caribbean Development Bank ............... 1,009,000 — — 
Cer 03: 25 ae ake a ea 7,623,000 5,315,000 3,066 ,000 
430,797,000 287,700,000 173,756,000 


$ 1,513,165,000 $ 1,406,097,000 $ 1,327,928,000 
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The special assistance loans to developing countries increased by $143 million. 
These include loans of $42 million repayable over 40 years, following a grace period 
of 10 years from the date of execution of each agreement, which bear interest at 3/4 
of 1% per annum on the amount of the loan committed less any repayments, and 
$361 million of interest-free loans, also repayable over 40 years with a grace period 
of 10 years. 


SUBSCRIPTIONS TO CAPITAL OF, AND WORKING CAPITAL ADVANCES AND LOANS TO, 
INTERNATIONAL ORGANIZATIONS (exclusive of the International Monetary Fund). The 
following is a listing of the balances included under this heading at March 31, 1972, 
in comparison with the balances at the close of the two previous years: 

March 31,1972 March 31,1971 March 31, 1970 


Subscriptions to capital— 


International Development Association .......... $ 214,843,000 $ 164,717,000 $ 139,803,000 
International Bank for Reconstruction and Devel- 

OLMIENU Tee Weeete se Mie Con he AERATED Corrs Ee 85,024,000 85 ,024 ,000 85 ,024 ,000 
AGIAN DeVelOpNent: DANK os. 2 syn ees ws eer. Aaa 13,358,000 13,358 ,000 10,811,000 
International Finance Corporation .............. 3,522,000 3,522,000 3,522,000 
Caribbean Development Bank................... 2,611,000 1,820 ,000 . 1,081,000 


319,358,000 268,441,000 240,241,000 
Working capital advances and loans— 


BOIL CCIM AU OIIG 47M Aes anne paen eo Probleme ae secon 5,746,000 5,978,000 6,181,000 
RN NEONe AI ZA LIONS Rs ewti ar olla eimai vos Ribs 6 9 607 ,000 600 ,000 600,000 
CURE E:T A i Le) teh he © OSG ee tat Ae, Sy Sea ee 23,000 17,000 16,000 

6,376,000 6,595,000 6,797,000 


$ 325,734,000  $ 275,036,000 $ 247,038,000 


Canada’s subscription to the capital of the International Development Associa- 
tion was increased by $50 million during the year under authority of Finance Vote 
L5, Appropriation Act No. 3, 1971, 1970-71-72, c.46. 


During the year a further instalment, $791,000, of Canada’s subscription to 
shares in the Caribbean Development Bank was paid under the authority of 
External Affairs Vote L36a, Appropriation Act No. 4, 1969, 1969-70, c.2. 


239. Securities held in trust. The amount of $128,673,000 at March 31, 1972, 
represents securities held for the following accounts: guarantee deposits in respect of 
oil and gas permits and mineral and timber rights, $113,162,000; deposits in respect 
of tax on recaptured capital cost allowances on commercial and fishing vessels, 
$6,692,000; guarantee deposits in respect of customs duties and excise taxes, $4,312,- 
000; contractors’ security deposits, $1,370,000; and other, $3,137,000. 


240. Deferred charges. The balances included under this heading at March 31, 
1972, with the comparable balances at the close of the two previous years, were: 
March 31, 1972 March 31,1971 March 31, 1970 


Unamortized portions of actuarial deficiencies— 
Public Service Superannuation Account.......... $ 402,670,000 $ 311,197,000 $ 283,708,000 
Canadian Forces Superannuation Account ....... 331,140,000 227 240,000 254,806,000 
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March 31, 1972 March 31,1971 March 31, 1970 


Royal Canadian Mounted Police Superannuation 


AC COUN ERS Nok Ue sietek: ed One rane SA Ghee $ 18,748,000 $ 30,005,000 $ 29,283,000 
752,558,000 568,442,000 567,797,000 
Unamortized loan tlotation costs). .4030 os see wae 168 909,000 175,144,000 182,799,000 


$ 921,467,000 $ 743,586,000  $ 750,596,000 


The relative superannuation statutes provide that actuarial deficiencies result- 
ing from salary revisions and periodical valuations of the Superannuation Accounts 
be charged to expenditure in five equal annual instalments. The item ‘‘Unamortized 
portions of actuarial deficiencies’’ represents the portions of the actuarial deficien- 
cies to be charged to expenditure in subsequent years. During the year $473 million 
was charged to these Accounts as a result of salary revisions. Credits representing 
those portions of the actuarial deficiencies charged to expenditure in the year 
amounted to $289 million. 


The item ‘‘Unamortized loan flotation costs’’ represents the unamortized por- 
tion of discounts and commissions paid on the flotation of loans. These costs are 
amortized, in the case of general loans, over the period from the date of issue to the 
earliest call date, if one is specified, otherwise to the maturity date of the loan, and 
in the case of Canada Savings Bonds over a period of five years from the date of 
issue. 


241. Inactive loans and investments. The $94,824,000 shown for this item, which 
has remained unchanged for many years, comprises the following balances: 


Loan to China in 1946 under the Export Credits Insurance Act, R.S. 1952, ¢.105......... $ 49,426,000 
Loans to Roumania in 1919 for the purchase of goods produced in Canada............. 24 329,000 
Payments to chartered banks in the years 1951-52 to 1960-61 in implementation of 

guarantee, given under the Export Credits Insurance Act, of loans by the banks to 

Ming Sung Industrial Company Limited (carrying prior guarantee by the Govern- 


TRON CORT HIND) ea ae eres a cara Ae yet UR ot eeayn main CS kik 20 oan cee ee Re ae 14,470,000 
Loans to Greece in 1919 for the purchase of goods produced in Canada................. 6,525,000 
Loan to Province of Saskatchewan in 1908 for the purchase of seed grain (most recent 

Dey MenMTECELVEd 11 19OOlO) a artic tial aes eet sss vs cba eeu ees, ohare ete eee eee oe 74,000 

$ 94,824,000 
Liabilities 


242. The following table shows the liabilities at March 31, 1972, by main | 


headings in the Statement of Assets and Liabilities, and the corresponding balances 
at the close of the two previous years: 


March 31, 1972 March 31, 1971 March 31, 1970 


Current and demand liabilities. ............: $ 2,681,179,000 $ 2,162,894,000 $ 1,830,426,000 
Foreign exchange reserve accounts .......... 1,120,279 000 888 ,424 000 498 400,000 
Deposit and trustiaecounts’s .. 6... econ ae. 8 600,191,000 439 184,000 491 882,000 


Annuity, insurance and pension accounts .... 15,576,281,000 13,774 978,000 12,162 890 ,000 


SUMMARY OF ASSETS AND LIABILITIES 


March 31, 1972 


Undisbursed balances of appropriations to 


Mach 31, 1971 


266 ,598 ,000 


SCCM OCCOUTILS HER tie oe eg eens. Wok es $ 190,699,000 § 
Refundable corporation tax. ...../0..5-..6+% 1,904,000 3,065 ,000 
Provision for compound interest on Canada 

SS me SOROS seach Gc Eh hare Serie bias. 56,864,000 18,582,000 
CLEP CPU LIS. eerie a Ce Oe ek es ee 231,735,000 216,814,000 
DUSPENSE BCCOUMUS it ces hoe Ri ds  bind Peo. 6,003,000 4,130,000 
ROR ULOC COLA Siecle keg oo eG Eoe sustesuctnn Rikon s 27 258,500,000 25 201,156 ,000 


$ 47,723,635,000 $ 42,975,825,000 
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March 31, 1970 


$ 273,398,000 
38,148,000 


20,301,000 

192 928 000 
4,584,000 

22 637,140,000 


$ 38,150,097 ,000 


243. Current and demand labilities. The balances comprising this item in the 
Statement at March 31, 1972, in comparison with the balances at the close of the two 


previous years, were: 


March 31,1972 March 31, 1971 


March 31, 1970 


Oiistamciig ChEQMesme re hins wp AMM RE oo anc an $ 737,049,000 


$ 515,880,000 
602,615,000 


161,642,000 


434,023,000 


21,615,000 
34,539,000 


15,065,000 
21,224,000 
8,970,000 


$ 630,333,000 
PCCOUNES AVAL Ce PE sok y Shr aaa ee 649,746 ,000 582,301,000 
HEEL CEE SU ELULC Aka ORR IP eh cnasrs os hte ok oa 559,156,000 325,577,000 
MRO Stree CLIO to ttid Wetted ig lac iar sky ne ike abel kih 539,825,000 495 601,000 
Unemployment Insurance Account —outstand- 

TPE ATUAN TS reek Celts sai ANE Bette Bs Ll 51,834,000 27,702,000 
Outstanding post office money orders........... 33,785,000 34,230,000 
Non-interest-bearing notes payable to interna- 

CLOVE OTS ANI AULOU SE Ae sors. ou he es Oh eesl e vob 32,569 ,000 7,049,000 
DOL C ORC Itia ate ht tak tenis Be oh ed oa ee 31,037,000 32,729,000 
Salaries and wages accrued ................0005 27 821,000 14,287 ,000 
UTE VET ice. 5 Oly oe ae ae RNs a 18 357,000 13,085 ,000 


$ 2,681,179,000 $ 2,162,894,000 


14,853,000 


$ 1,830 426,000 


The amount shown for ‘“‘Accounts payable” is the total of charges pertaining to 
the year for which cheques were issued in April of the following fiscal year. 


The non-interest-bearing notes represent those portions of Canada’s subscrip- 
tions to the capital of certain international agencies which are not covered by cash 
or gold. At March 31, 1972, $25 million was payable to the International Develop- 
ment Association, $6.6 million to the Asian Development Bank and $800,000 to the 
Caribbean Development Bank. 


244. Foreign exchange reserve accounts. The balances included under this head- 
ing at March 31, 1972, with the comparable balances at the close of the two previous 


years, were: 


March 31,1972 March 31, 1971 


March 31, 1970 


Non-interest- bearing notes payable to the Inter- 
Maton VLGNeLANY (UNG tet. ata actus etek $ 750,000,000 
Allocation of special drawing rights in the Inter- 
national Monetary Pundits) eh ae ee 370,279,000 


$ 1,120,279,000 


$ 635,000,000 


253,424 000 


$ 888 424,000 


$ 364,000,000 


134,400 ,000 


$ 498 400,000 
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The non-interest-bearing notes represent that portion of Canada’s subscription 
to the capital of the International Monetary Fund which is not covered by cash or 
gold. 


The lability in respect of the allocation of special drawing rights in the 
International Monetary Fund represents the obligation arising from Canada’s 
participation in the Special Drawing Account. Special drawing rights are held by the 
Exchange Fund Account and form part of Canada’s exchange reserves. 


24.5. Deposit and trust accounts. The following is a summary of the balances 
included in this item at March 31, 1972, in comparison with the balances at the close 
of the two previous years: 

March 31, 1972 March 31,1971 March 31, 1970 


Provincial tax collection agreements ............... $ 216,513,000 $ 86618000 $ 174,281,000 
(HERAT UCE 1G COSLUSe ete te Pte steno ena 121,815,000 120,860,000 109,090 000 
Deposits by Crown corporations |... «sees ss oie 90 257 ,000 81,755,000 58,817,000 
Tia tae rust: LUMOS see eeeeit Bk, aio «eR RU es 32,062,000 33,569 ,000 34,001,000 
(Contractors: DOldbaAGks aaron... ts. Coe eeadenoe chee 21,152,000 15,933,000 16,127,000 
Instalment purchase of bonds by public service 

CI LOVCC Some ie ane acet ee aE enc onde eae aa OR 20,912,000 17,692,000 17,403,000 
Praine Marm Emerceneyibund \c8 6. Sse ake 14,367 ,000 15,183,000 16,088,000 
Canadian Pension Commission (Administration 

(CREE CEG TVD SUG WME Se: a yn eGA 8 Rr ee ae ce aditaae Ray ah 14,257,000 13,257,000 13,472 000 
Weteraie Care SEUStpithG at qt kL a ae eee eed ee ea 9 332,000 9,832,000 9,154,000 
Deposits respecting capital cost allowances on com- 

mercial and fishimervessels: 24... 5. es. SGA DR wc os 9 007,000 3,415,000 3,151,000 
Veterans’*Land Actitrustiaccount ... ant.4.282.... 22. 4,871,000 4,625,000 5,063 ,000 
National Second Century Fund of British Columbia 4,615,000 —_ — 
Army penevolent, Fund: si) 2 8.0: haat ae 4 314,000 4,191,000 4,476,000 
Post.Oifice Savings Banklnsein-ta. a eee nw nether 3,066 000 3,675,000 3,944,000 
Permanent services deferred pay............00.00505 3,352,000 3,134,000 2 ,966 ,000 
CE] F! KSLeRe apd y BAP ele ity afi be arene RMN RG bet RRR Te ee Lh 29,799,000 25 445,000 23 849,000 


$ 600,191,000 $ 439,184,000  $ 491,882,000 


The Federal Government collects provincial income taxes from persons on 
behalf of all provinces except Quebec and from corporations on behalf of all 
provinces except Ontario and Quebec. At March 31, 1972, collections had exceeded 
remittances by $216,513,000. 


The $121,815,000 shown for guarantee deposits is largely cash and securities 
deposited with the departments as guarantees in respect of oil and gas permits, 
mineral and timber rights, and for payment of customs duties and excise taxes. The 
securities held are recorded as assets in the contra account “‘Securities held in trust’’. 


Deposits by Crown corporations at March 31, 1972, comprised: Export Develop- 
ment Corporation, $43,976,000; National Harbours Board, $23,282,000; Canadian 
Dairy Commission, $18,856,000; Atomic Energy of Canada Limited, $3,000,000; 
Crown Assets Disposal Corporation, $700,000; Royal Canadian Mint, $348,000; and 
Canadian National (West Indies) Steamships, Limited, $95,000. 
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The Prairie Farm Assistance Act, R.S., c. P-16, imposes a levy of 1% on the 
_ price of grain purchased by licensees under the Canada Grain Act, R.S., c. G-16, and 
the moneys collected are credited to the Prairie Farm Emergency Fund. Awards are 
made to eligible farmers in areas affected by crop failures in the Provinces of 
Manitoba, Saskatchewan and Alberta and in the Peace River District of British 
Columbia. During 1971-72 credits to the Fund totalled $4 million while awards 
totalled $4.8 million. 


The Canadian Pension Commission (Administration trust fund) account com- 
prises veterans’ pension payments administered by the Canadian Pension Commis- 
sion, contributions received by the Commission to assist pensioners or their depend- 
ants, and detention allowances for Canadian seamen. 


The Veterans care trust fund contains assigned pension moneys and other 
income of veterans who are receiving domiciliary care and treatment. Disbursements 
are made on behalf of the individual veterans in accordance with regulations 
approved by the Governor in Council. 


Deposits respecting capital cost allowances on commercial and fishing vessels 
are made under the provisions of the Income Tax Act, R.S. 1952, c.148, which permit 
an owner of a vessel, at the time of its disposal, to deposit with the Department of 
Industry, Trade and Commerce an amount at least equal to the tax that would 
otherwise be payable in respect of the proceeds of disposition. Such a deposit may be 
paid out to any person who, before 1974, acquires a vessel constructed in Canada or 
incurs conversion costs in Canada with respect to a vessel, under conditions satisfac- 
tory to the Minister of Industry, Trade and Commerce. New deposits during the 
year amounted to $8.6 million. 


The Veterans’ Land Act trust account is the repository of advance payments by 
veterans in connection with the purchase of land, payment of taxes, insurance, etc., 
and of proceeds of insurance claims to be used for the repair of fire damage. 


During the year a sum of $4,500,000 was credited to an account entitled 
National Second Century Fund of British Columbia, the charge being to Secretary 
of State Vote 22a, Appropriation Act No. 4, 1970, 1970-71-72, c.4. Interest at the rate 
of 7 3/8% amounting to $165,000 was credited, and expenditures of $50,000 were 
charged to the account, leaving a balance of $4,615,000 at the year-end. 


The $29,799,000 shown for ‘‘Other”’ balances at March 31, 1972, is the total of 81 
balances including: Immigration guarantee fund, $2,729,000; Common school funds, 
$2,678,000; National Research Council of Canada special fund, $1,962,000; Emer- 
gency gold mining assistance holdbacks, $1,472,000; and World War II claims fund, 
$1,295 000. 
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246. Annuity, insurance and pension accounts. The balances included under this 
heading at March 31, 1972, with comparable figures at the close of the two previous 


years, were: 


March 31, 1972 March 31, 1971 March 31, 1970 


Superannuation accounts— 


Public Service: sheen cg, wees Ab altel $ 4,488,550,000 $ 3,990,007,000 $ 3,599,428,000 


Cana UrAnebOrees ak eo nace oie 3,960 ,102 ,000 3,570,639 ,000 3,306 389 ,000 
Royal Canadian Mounted Police.......... 223 ,658 ,000 199,717,000 165,765,000 
8,672,310,000 7,760,363,000 7,071,582,000 
Social security accounts— 

Canada Pension Plan Account............ 4,778,459 ,000 3,843,577 000 2 932 258,000 
OideAge secur ty RUIN s,s oy Meas ob hes 641,100,000 728 ,422 000 721,398,000 
Unemployment Insurance Account ........ 36,897 ,000 (2,646,000) (9,840,000) 
5,456,456,000 4,569,353,000 3,643,816,000 


1,303,790 ,000 


COBOL tree ata ae Ene areatne ee Re ale Wiese Bhi at So: 143,725,000 


$ 15,576 281,000 


1,313,779 ,000 
131,483,000 


$ 13,774,978 ,000 


1,321,080 000 
126 412 000 


$ 12,162,890 ,000 


NOTE. The figures for the Unemployment Insurance Account now take into account outstanding 
unemployment insurance warrants which in prior years were not recorded in the Statement of Assets 
and Liabilities. The balance at March 31, 1972, is the unspent amount of a loan of $183,630,000 from 


the Minister of Finance. 


Summaries of the transactions during the past three years in certain of the 


accounts follow: 


PUBLIC SERVICE SUPERANNUATION ACCOUNT 


Year ended March 31 


1972 1971 1970 
Balance. at- beginning of years «. 40 eacaaee soul es $ 3,990,007,000 $ 3,599,428000 §$ 3,178,377,000 
Add: 
Actuarial adjustments — contra — “deferred 
charges’’ account, re: 
DAVEINCTEASER ney are htceen , Mean eAu tS oes 244 200 ,000 161,800,000 163 900 000 
deficit at December 31, 1967............ a — 51,194,000 
Interest 163,707 ,000 147 ,694 ,000 130,993 ,000 
Contributions by participants 111,706,000 95 ,488 ,000 90 ,987 ,000 
Contributions by the Government 95,934,000 92,133,000 78 835,000 
Other credits 1,632,000 1,129,000 1,023,000 
617,179,000 498,244,000 516,932,000 
4 607,186,000 4 097 ,672 ,000 3,695 309,000 
Deduct: 
Annuity payments 106 ,234 ,000 94 800 000 83,326,000 
Termination allowances and return of contri- 
butions 10,906,000 11,320,000 10,525,000 
Other charges 1,496 000 1,545,000 2,030,000 
118,636,000 107,665,000 95,881,000 


Balance at end of year 


$ 4,488 550,000 


$ 3,990,007 ,000 


$ 3,599 428 000 


| 
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CANADIAN FORCES SUPERANNUATION ACCOUNT 


Year ended March 31 


1972 1971 1970 
Balance at bepinning Of Wears... 00/0 20s. eee. ok $ 3,570,639,000 $ 3,306,389,000  $ 3,023,617,000 
Add: 
Actuarial adjustments— contra—‘‘deferred 
charges’’ account, re pay increases .......... 228 900,000 107,500,000 129 ,000 000 
PLOT OSU Mage SARC ten fare ceed eaten ne. 147,479,000 135,639,000 124 396 ,000 
Contributions by the Government............ 73,789,000 70 ,407 ,000 65 ,566 ,000 
Coautributions by. participate y. Gnas een 41,508,000 39,178,000 38 ,724 000 
ROO RCTOCIUS > 05:5, SAY A ee cs ie POE e tts 33,000 1,000 4,000 
491,709,000 352,725,000 357,690,000 
4 062 348 000 3,659,114 ,000 3,381,307 ,000 
Deduct: 
PN ION COA IETILG ies Stee ince war cue Bek ante oi 97 255,000 82,051,000 67,426,000 
Termination allowances and return of contri- 
[EXETEYRV ERS aA Sauder be eta AGRE nal nadie Mar i te ea 4 693,000 6,277,000 7,427,000 
WLAGCCISIC CS hey ear tk Fon nee iegies 298 ,000 147,000 65,000 
102,246,000 88,475,000 74,918,000 


HE Saar Gans are $ 3,960,102,000 


$ 3,570,639,000  $ 3,306,389,000 


ROYAL CANADIAN MOUNTED POLICE SUPERANNUATION ACCOUNT 


Balancetat beginning Of year; ics: 0s Ab ennle. ads 


Add: 
Actuarial adjustments — contra — ‘deferred 
charges” 
Contributions by the<Government oe. 6.545 or. ue. 
Theres tigi. ect oh kbas Fs Hen MR nee eas 


WontriOUtious DY PALLICIPANUS: 2. Vacs e fens econ 2 a4 
Contributions by Newfoundland .:... 0... 60.606. 
OC TECTOUUGS es saree ce eur LY secs ee Ata ueda shanna as be 


Deduct: 
Annuity payments 
Termination allowances and return of contribu- 

tions 


4: (60-50 @ O08) (9) (6, @ 40) 6.0). ©: 6. 10) @, 6 lorie ie: 16114 ty\0 e168 V6 (0 


as tes se) 6 bcd) 6.16 6) Te gel 8' 0) Gye) 8) /e, 06) 6 (ee! (6 6) ele 10 (6116 Ae. 8. 6 (6 '6.'6 


CANADA PENSION PLAN ACCOUNT 


Year ended March 31 


1971 


$ 165,765,000 


1970 


$ 130,811,000 


1972 


$ 199,717,000 


— 14,200,000 19,200,000 
11,059,000 9,115,000 7,372,000 
8,326,000 6,908 ,000 5,455,000 
6,269,000 5,211,000 4,196 000 
17,000 17,000 17,000 
56,000 26,000 30,000 
25,727,000 35,477,000 36,270,000 
225 444 000 201,242 000 167,081,000 
1,532,000 1,260,000 996 ,000 
243 ,000 250,000 304,000 
11,000 15,000 16,000 
1,786,000 1,525,000 1,316,000 


$ 223,658,000 $ 199,717,000 $ 165,765,000 


Year ended March 31 


1972 1971 1970 
Dalence. at Weg mining Ol V Cab nce welics aaa slo $ 3,843,577,000 $ 2,932,258000 $ 2,107,758,000 
Add: 
Contributions from employers and employees 826,011,000 812,867,000 745 646,000 
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Year ended march 31 


1972 1972 1970 


ITGeReSt tas ah cole Wh ar gas eat ated ee eee $ 275,594,000 $ 206,646,000 $ 148,508,000 
ERE CLC CIUSt te t.. os 5 ae ane = ee ar ae, ae 544,000 549,000 404 000 
1,102, 149,000 1,020,062,000 889,558,000 
4 945 ,726 ,000 3,952 320 000 2,997 316,000 
Deduct: 
PSCNEH DAV INE Se ayes... >. «as uhaeae es Bees 144 379,000 89,236,000 47 346,000 
Administrative expenser gs i... 6 <.:gs th fae: 22 888 ,000 19,507,000 17,712,000 
167,267,000 108,743,000 65,058,000 
Balance Avendsot Wear tistis.« oneciecau a ae th $ 4,778,459,000: $ 3,843,577,000 $ 2,932,258,000 
OLD AGE SECURITY FUND 
Year ended March 31 
1972 1971 1970 

Collection of tax— 
a NOTE (Saag IPS fal aR a A CORP 3 $ 668,533,000 $ 573,849,000 $ 577,441,000 
CH MEVsOn al INCOMES hue tahoe ts eas eae 1 237,000,000 1,132 ,500,000 1,026 500 ,000 
On Corporation INCOMeS >. .2%.es on aha eee oe 212,500,000 207 900,000 227 ,100,000 


2,118,033 ,000 1,914,249 000 1,831,041 ,000 
Payment of pensions under the Old Age Security 


Te yg CELA ee Re Senna a ESE 2,205 355 ,000 1,907 225,000 1,730 535 ,000 
(Deficit) Surplus for the year................00. (87,322,000) 7,024,000 100,506,000 
Preceding year’s surplus brought forward ....... 728 422,000 721,398,000 620 ,892 ,000 
SOrp tis umend OlVeares: . ces oop ween ee a $ 641,100,000 $ 728422000 $ 721,398,000 


GOVERNMENT ANNUITIES ACCOUNT 
Year ended March 31 


1972 1971 1970 


Balance at beginning of year..............0005 $ 1,313,779,000 $ 1,3821,080,000 $ 1,824,635,000 
Add: 
LB GOr Osta: tui eae < cu ho lems ae wate tee 50,777,000 51,051,000 51,092,000 
IRC T IRIS tee oh Wie trad kan Mad. oa the amine ae yn 8s 7,820,000 11,066,000 12,896 ,000 
Actuarial adjustment charged to expenditure 1 ,255 ,000 _ — 
Sundrycadiustments £0 su'¢ 08. 2k ee 57,000 29,000 26,000 
59,909,000 62,146,000 64,014,000 
1,373,688 ,000 1 383,226 ,000 1,388,649 ,000 
Deduct: 
Vested annuity and commuted value pay- 
Mente ari rerunds. .. owns cee eee 69,898 ,000 68 ,690 ,000 67,167,000 
Transfer to revenue of the excess over actuarial 
value of outstanding contracts ............. — 757,000 402,000 
69,898,000 69,447,000 67,569,000 


Balanceratend of Vea. \... css. cdene en een $ 1,303,790,000  $ 1,313,779,000  $ 1,321,080,000 
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The following is a listing of “‘Other’’ annuity, insurance and pension accounts at 
March 31, 1972, in comparison with the balances at the close of the two previous 
years: 

March 31,1972 March 31,1971 March 31, 1970 


Meveranis MiSHTANCetN INGOs «4 sc SR REROR Tie sec ce $ 33,117,000 $ 32,685,000 $ 32,423,000 
Public Service Death Benefit Account.............. 24 560,000 21,368,000 19,048,000 
GroiService Insurance:F tind 2. ii6 Ss oxnenes 22,105,000 22 499 000 23,423,000 
Regular Forces Death Benefit Account............. 22,092 ,000 21,460,000 20,696 000 
Supplementary Retirement Benefits Account....... 13,735,000 6,587 ,000 — 
Royal Canadian Mounted Police (Dependants) Pen- 

RIOUE UEICL 6 poeta Mate Lis 5), o's, SAND Bl dd ha ackae OS 8,517,000 8,494,000 8,439,000 
Returned Soldiers’ Insurance Fund ................ 8 268 ,000 8,968 ,000 9 639 ,000 
Members of Parliament Retiring Allowances 

EM GOL OUR e IRR ag ae Gea ea hana Bearcat ey Annie. oh Agni ® GEAge 5,411,000 4 294 000 2,758,000 
Croperenmisurance PUN? «reise fe ee ee esas oe 4 367,000 3,694,000 4,569,000 
RilGteat CNSION F UNdS es oe ts yee te es oe LOS 625,000 605,000 4,479 000 
SUL g eee Lonent ERAS ht, cue ee en ein Gee nate nS 928 ,000 829,000 938 ,000 


$ 143,725,000 $ 131,483,000 §$ 126,412,000 


The Supplementary Retirement Benefits Account was established by the Sup- 
plementary Retirement Benefits Act, R.S. (1st Supp.), c.43, to provide for increases 
in pensions related to the cost of living (but limited to 2% per annum) for members 
of the Public Service, Canadian Forces, Royal Canadian Mounted Police, Parlia- 
ment, and others. Participants contribute an amount equal to one-half of one per 
cent of salary and the Government matches this contribution. Interest is credited to 
the Account at a rate related to the market yield of outstanding Government of 
Canada bonds having a term to maturity of five years. 


The following is a summary of the transactions in the Members of Parliament 
Retiring Allowances Account during the past three years: 
Year ended March 31 


1972 1971 1970 


Palace Dect e OLY Cats t05 cee ay UN te tee $ 4,294,000 $ 2,758,000 $ 2,621,000 
Add: 

Concriputions bysparicipanter. \cisur ciate lees ase men 664,000 638,000 235,000 
Coniributions by the'Government |: ac Sisa ofr no Pao 588,000 1,192,000 218,000 
Iter eSte errr er ee et ie ee hee EN SU AER a arate Be 283,000 118,000 106,000 
1,535,000 1,948,000 559,000 
5,829,000 4,706,000 3,180,000 

Deduct: 
AMINA BULOWALCES ea cd Moe ie Oe a eee ae 394,000 397,000 416,000 
Withdrawal allowances and return of contributions 24 ,000 15,000 6,000 
418,000 412,000 422,000 
Balance at Cudwmpy Can eer cifras Lr ak ie ale $ 5,411,000 $ 4,294,000 $ 2,758,000 


The Crop Reinsurance Fund was established by the Crop Insurance Act, R.S., 
c.C-36. During the year $673,000 paid by three provinces under reinsurance agree- 
ments was credited to the Fund. No claims were paid. 
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247. Undisbursed balances of appropriations to special accounts. The balances | 


included under this heading at March 31, 1972, with the comparable balances at the 
close of the two previous years, were: 
March 31, 1972 March 31,1971 March 31, 1970 


International Assistance Account.............56..05 $ 91,243,000 $ 82,599,000 $ 84,942,000 
Reserve tor.salary revisions a... eee airee Cites Me eee 37 638,000 99 213,000 64,332,000 
Reserve for wheat inventory reduction and grassland 

ANCOMLIVE PAY IICRUS oslevten a... Lins Rou Rt ee 2 pine ae 26 927 ,000 42 412 000 100,000 000 
Surplus Crown Assets Account— Department of 

Wetional Defence: aad ws5o sy Rieter ogo caus 12,740,000 22 991,000 10,769,000 
National Capital Fund—National Capital Commis- 

HEGGUe Gy ORO eR Nt ena, 15h Te PEN Aes 12,000 ,000 13,500,000 11,800,000 
Reihwase Grade Grossing a und .. uae i ees 6 394 000 3,373,000 _ 
(Gy AAS der RU On RED: Sinan ee ee ae eM Remy Ey 3,757,000 2,510,000 1,555,000 


$ 190,699,000 $ 266,598,000 $ 273,398,000 


The International Assistance Account was established under authority of Exter- 
nal Affairs Vote 33d, Appropriation Act No. 2, 1965, 1964-65, c.50. The Account 


provides for economic, technical, educational and social development assistance to — 


developing countries and special administrative and other expenses in connection | 


therewith. In 1971-72 the Account was credited with $75 million provided by 
External Affairs Vote 20 and charged with expenditure of $66 million. 


During the year the Reserve for salary revisions was charged with $61,575,000 for 
salary revisions pertaining to the years 1970-71, 1969-70 and 1968-69. The practice of ; 
crediting the Reserve with the balance remaining in Treasury Board Vote 5 at the — 


year-end has been discontinued. 


The Reserve for wheat inventory reduction and grassland incentive payments 
was established by Agriculture Vote 17b, Appropriation Act No. 1, 1970, 1969-70, c.24, 
to provide for payments of $6 per acre in 1970-71 for wheat acreage reduction, and 
related payments in 1971-72, up to a maximum of 1,000 acres per Canadian Wheat 
Board permit book-holder. The purposes of the Reserve were extended by Agricul- 
ture Vote 15c, Appropriation Act No. 1, 1971, 1970-71-72, c.25, to provide for 
grassland incentive payments in 1971-72 and subsequent years to producers within 
designated areas as defined by the Canadian Wheat Board Act, R.S., c. C-12. 
Payments during the year totalled $15 million leaving an undisbursed balance of 
$27 million at March 31, 1972. 


The Surplus Crown Assets Account—Department of National Defence was 
established by National Defence Vote 48 of Appropriation Act No. 2, 1966, 1966-67, 
c.d. Proceeds from the sale of surplus materials, supplies, equipment and, subject to 


annual limits up to 1968-69, from the sale of surplus buildings, works and land are | 
credited to the Account and, subject to approval of the Treasury Board, expenditure © 


for any of the purposes of the Department of National Defence is charged to this 
Account. In 1971-72 the Account was credited with $14,127,000 and charged with 
expenditure of $24,378,000. 
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The National Capital Fund was established by the National Capital Act, R.S., 
—c. N-3, to finance the cost of capital projects, as approved by the Governor in 
Council, in the national capital area. In 1971-72 the Fund was credited with $33.5 
million provided by Urban Affairs and Housing Vote 20 and $35 million was 
transferred to the National Capital Commission to finance the costs of approved 
projects. 


The Railway Grade Crossing Fund was established by section 202 of the 
Railway Act, R.S., c. R-2. The amounts credited to the Fund can be applied by the 
Canadian Transport Commission towards the cost, not including maintenance and 
operation, of work done in respect of existing crossings at rail level; of reconstruc- 
tion and improvement of grade separations; and of placing reflective markings on 
the sides of railway cars. In 1971-72 the Fund was credited with $20 million provided 
by Transport Vote 70 and charged with expenditure of $17 million. 


248. Refundable corporation tax. This account records amounts received from 
corporations and trusts as special refundable income tax computed in accordance 
with Part IID of the Income Tax Act, R.S. 1952, c.148. This special tax applied to 
the period May 1, 1966, to October 31, 1967, and is refundable, with interest at 5% 
per annum, from 18 to 36 months after the date of receipt. During the year $950,000, 
including interest of $226,000, was credited to this account and $2,111,000 was paid 
out, leaving a balance of $1,904,000. 


249. Provision for compound interest on Canada Savings Bonds. Certain issues of 
Canada Savings Bonds provide for payment of additional interest where bondhold- 
ers do not claim interest for certain stipulated periods of time. The balance of 
$56,864,000 in the account represents the provision to March 31, 1972, for this 
additional interest. 


250. Deferred credits. The following is an analysis of this item at the close of the 
1971-72 fiscal year and the two previous years: 
March 31,1972 March 31,1971 March 31, 1970 


Deferred interest on loans made under The United 
Kingdom Financial Agreement Act, 1946, 1946, 


0 ES on A I eC See, OF RR eee) $ 101,077,000 $ 101,077,000 §$ 101,077,000 
Deferred interest on loans to The St. Lawrence 

BOA WANA TIDNOLIUVA: caer aaah sc Gila cage. haee 91,578 ,000 84,093 ,000 71 864 ,000 
Equity in agency account of Crown Assets Disposal 

Couporabiond 01325, AOR, LF ko etn ead. 18,978,000 12,581,000 9,181,000 


Capitalized interest on loans to provincial govern- 

ments pursuant to the Atlantic Provinces Power 

DevelonmentsAct, Ho 0AaEl (es pak enadeas ans xe) 15,955,000 15,736,000 8 843 ,000 
ERE DALANCES ) 0. AUR AMER Aa ye tek, sha atta d dacs 4,147,000 3,327,000 1,963,000 


$ 231,735,000 $ 216,814,000  $ 192,928,000 


_ These amounts are credited to revenue as payments are received. 
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251. Suspense accounts. With certain exceptions these consist of balances where 
some uncertainty as to their disposition exists. The largest items are Unclaimed 


Cheques Account and National Defence Suspense Account which totalled $1.8 | 


million and $1.2 million respectively at March 31, 1972. 


252. Unmatured debt. A summary of the unmatured debt at March 31, 1972, with 
the comparable balances at the close of the two previous years, follows: 


March 31, 1972 March 31, 1971 March 31, 1970 


Bonds— 
Payable in Canadian dollars :....°........ $ 23,093,112,000 $ 21,129,039,000  $ 19,295,185,000 
Payable in United States dollars .......... 261,544,000 263 273,000 265,003,000 
Payable in Germanmarks wa.4cos co ne: 73,844,000 73,844,000 73,844,000 
PAvaule (tala ire’s fone: sheen dv og. e — — 108,108 ,000 
23,428,500,000 21,466,156,000 19,742, 140,000 
De astin a ONNS cr cise be nae rane. ticle 3,830,000 ,000 3,735,000 ,000 2,895,000 ,000 


$ 27,258,500,000 $ 25,201,156,000 $ 22,637,140,000 


The increase of $1,964 million in the bonds payable in Canadian dollars is the | 
amount by which new borrowings of $4,705 million exceeded redemptions of $2,741 | 


million. Canada Savings Bonds accounted for $1,907 million of the increase which 
resulted from $2,613 million of new issues and $706 million of redemptions. 


The indebtedness payable in United States dollars is expressed in Canadian 
dollars at an exchange rate of $1 US = $1.08108 Canadian. 


The indebtedness payable in German marks is converted to US currency at an 


exchange rate of DM3.66 = $1 US and then to Canadian dollars at a rate of $1 US = | 


$1.08108 Canadian. 


The treasury bill indebtedness of $3,830,000,000 comprises: three-month bills, 
$2 355,000 000; six-month bills, $1,075 ,000,000; and 364-day bills, $400,000,000. 


Net Debt 


253. With the Liabilities amounting to $47,723 ,635,000 (paragraph 242) andthe | 


Assets to $29,786,954,000 (paragraph 231), the Net Debt at March 31, 1972, was | 


$17 936,681,000. The following is an analysis of the Net Debt Account for the year: 


Balance ab Apr A AlG7 ey ye a, Se es ong $ 17,322 ,374,000 
Deficit for the year— . 
PES POMEL ELIT O';. Sate nM sepia 5, cho Rea. ret deta Se nome aa vndisipnas NG LEE: $ 14,840,865 ,000 
REVERS rar eter fees fae rr ae Pah te fe? RR Gd 14 226 558 ,000 
ra 614,307,000 


Dalaneeav- Naren SL 1072 Pek oe cee ee ee ee te eS § 17,986,681,000 17,936,681 ,000 


= 


) 254. A note on the Statement of Assets and Liabilities gives the totals of the 
several classes of contingent liabilities at the year-end and refers to page 10.83 of the 
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Contingent Liabilities 


Public Accounts (Volume I) where details are to be found. 


The following is a summary of the contingent liabilities with determinate 
amounts outstanding at March 31, 1972, in comparison with the corresponding 


amounts at the close of the two previous years: 


Among the contingent liabilities of indeterminate amount is that in respect of 
loans made by approved lending institutions under National Housing Acts prior to 


1954. 


Insured loans made by approved lenders 
under the National Housing Act, R.S., c. 
NESTOR SO aR Re eae ORE A 

Railway securities guaranteed as to principal 
andumiterosts take perie: Se adies cass Pecan va 

Guarantees under the Export Development 
Act, R.S., c. E-18, and its predecessor, 
Export. Credits Insurance Act, R.S. 1952, 
ONL CTI dehe Sod ei Maly ee ee Wein Fa Slrd Rie SUN aE OnStar te 


POLS eee Tt eres ater ee TA ce Sek, ade ey 
Loans made by chartered banks to the 
Canadian neat bOard fiz. es i eye 
Loans made under the Cape Breton Develop- 
ment Corporation Act, R.S.,c. C-13........ 
Home improvement loans under the National 
PIOUS Ge ea ie ete en cor ole NEM ae 
Loans made under the General Adjustment 
sine sheer rorrain ye ct cc cree ees ees 
Loans made under the Regional Develop- 
ment Incentives Act, R.S., c. R-3, and the 
Department of Regional Economic Expan- 
SOUP C UPC Rb oe ies es ee eee ee 


March 31, 1972 


$ 9,225,000,000 


821,712,000 


615,191,000 
588,717,000 
327,048,000 
30,000,000 
22,839,000 
17,199,000 


1,652,000 


$ 11,649,358,000 


March 31, 1971 


$ 8,051,000,000 


1,004 537,000 


524,600 ,000 
559,700,000 
338,032,000 
30,000,000 
22,317,000 
6,823,000 


$ 10,537,009,000 


March 31, 1970 


$ 7,327,000,000 


1,050 476,000 


328,744,000 
454,305,000 
578,000,000 


22,048,000 


$ 9,760,573 ,000 
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Comments on Assets and Liabilities 


255. Section 55 of the Financial Administration Act requires that there be 
included in the Public Accounts ‘‘a statement, certified by the Auditor General, of 
such of the assets and liabilities of Canada as in the opinion of the Minister [of 
Finance] are required to show the financial position of Canada as at the termination 
of the fiscal year’’. 


256. Statement of Assets and Liabilities—Policy. The Statement of Assets and 
Liabilities as at March 31, 1972, was prepared by the Receiver General on the same | 
basis aS in previous years, the following explanation concerning this basis being 
included in the introduction to the Public Accounts: ; 


With certain exceptions, taxes and revenues receivable, revenue and other asset accruals © 
and inventories of materials, supplies and equipment are not recorded as assets (except when — 
these are held as charges against working capital accounts) nor are public works and buildings | 
or other fixed or capital assets. Following the principle that only realizable or interest- or | 
revenue-producing assets should be offset against the gross liabilities, costs of capital works are 
charged to expenditures at the time of acquisition or construction. Consequently government 
buildings, public works, national monuments, military assets (such as aircraft, naval vessels, 
and army equipment) and other capital works and equipment are recorded on the statement of 
assets and liabilities at a nominal value of $1 as the value is not considered as a proper offset | 
to the gross liabilities in determining the net debt of Canada. 


On the liabilities side, accrued liabilities (except for interest accrued on the Public Debt) | 
are not taken into account in determining the obligations of the government. However, under | 
section 30 of the Financial Administration Act, liabilities under contracts and other accounts | 
payable at March 31 if paid on or before April 30 may be charged to the accounts for the year. | 
These are recorded as accounts payable in the ‘‘current and demand liabilities” schedule to the 
statement of assets and liabilities. | 


This explanation reflects a policy established by the Minister of Finance in) 
1920, that assets to be included in the Statement of Assets and Liabilities should be | 
confined to those which are readily convertible or which are revenue-producing. The | 
Minister had immediately implemented this policy by removing from the Statement | 
of Assets and Liabilities a substantial amount in loans, etc., which could not meet 
this test. 


| 

This policy has been followed by successive Ministers of Finance ever since but 
a Major exception was introduced in 1957-58 when funds required by the National | 
Capital Commission for the purchase of lands in the Greenbelt were recorded as) 
loans to the Commission instead of budgetary expenditure as had formerly been the. 
case. They were given the appearance of being revenue-producing by asking Parlia-) 
ment to appropriate money to the National Capital Commission with which to pay} 


——— 
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interest on the loans. The practice was later extended to the financing of other 
agencies. 


Brief details of exceptions to established policy, some of which we have com- 
mented on in previous Reports (paragraph 239 in 1971), are as follows: 


Loans to, and investments in, Crown corporations 


CANADIAN BROADCASTING CORPORATION. Funds required by the Corporation for capital 
expenditure since April 1, 1964 have been provided in the form of loans which amounted to 
$137 ,480,000 at March 31, 1972. Each loan is repayable in equal annual instalments over 20 
years at interest rates varying from 5 1/4% to 8 1/2%. The necessity for making principal and 
interest payments on these loans increases the amount of the annual parliamentary appropria- 
tions for the operating requirements of the Corporation. 


CANADIAN NATIONAL RAILWAYS. An amount of $735,000 was provided to the Canadian Nation- 
al Railways under authority of Transport Vote 542, Appropriation Act No. 4, 1954, 1953-54, 
c.67, and Transport Vote 546, Appropriation Act No. 5, 1955, 1955, c.60, towards the construc- 
tion cost of a new dock and facilities at Bar Harbour, Maine, U.S.A. The loan, which does not 
bear interest, has been reduced by annual payments of about $25,000, to $343,000 at March 31, 
1972. These annual payments are charged as an operating cost of the ferry service, thus 
increasing its annual deficit which is provided for by an annual appropriation of Parliament. 


NATIONAL CAPITAL COMMISSION. Funds required by the Commission for the purchase of 
Greenbelt lands and certain other lands have, since 1957-58, been provided in the form of loans 
which amounted to $61,230,000 at March 31, 1972, comprising loans of $37,831,000 for acquiring 
Greenbelt lands and $23,399,000 for acquiring other lands. These loans bear interest at rates 
varying from 4% to 8 7/16% and are repayable only if and when the properties are sold or put 
into use by the Government for other than Greenbelt purposes. 


Miscellaneous 


GOVERNMENT OF THE NORTHWEST TERRITORIES. Of the loans to the Government of the 
Northwest Territories amounting to $47,516,000 at March 31, 1972, an aggregate of $44,961,000 
represents loans made in the years 1959 to 1972 for capital expenditure purposes. The loans are 
repayable over periods of from 5 to 20 years and bear interest at rates varying from 4 1/8% to 
8 1/2%. By agreement, Canada pays an annual amortization subsidy equivalent to the 
principal and interest due each year, less all moneys repaid to the Territorial Government in 
the year by local administrative districts in respect of loans made to them by the Territories 
from moneys borrowed from Canada. 


GOVERNMENT OF THE YUKON TERRITORY. Of the loans to the Government of the Yukon 
Territory amounting to $28,814,000 at March 31, 1972, an aggregate of $23,680,000 represents 
loans made during the years 1958 to 1972 for capital expenditure purposes. The loans are 
repayable over periods of from 3 to 30 years and bear interest at rates varying from 4 1/8% to 
8 1/2%. By agreement, Canada pays an annual amortization subsidy equivalent to the 
principal and interest due each year, less all moneys repaid to the Territorial Government in 
the year by the local administrative districts in respect of loans made to them by the Territory 
from moneys borrowed from Canada. 


The Public Accounts Committee holds the view that outlays on property in the 
Greenbelt are expenditures of the Crown rather than income-producing investments 
and on two occasions requested the Department of Finance to review the practice 
with the National Capital Commission, with a view to placing the financing of the 
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Commission on a more realistic basis. (See Appendix 1, item 5.) In its Seventh © 


Report 1966-67 the Public Accounts Committee stated that it was disturbed to learn 
that not only was no review undertaken by the Department of Finance in the case of 
the National Capital Commission, but that the practice was continued and further 
extended in 1964-65 when the House was asked to approve loans to the Canadian 
Broadcasting Corporation. The Committee reiterated its opinion that “expenditures 
of this type are not loans or advances which can or should be regarded as revenue- 
producing assets but are in fact grants and should be charged directly to budgetary 
expenditure in the Public Accounts of Canada’’. (See Appendix 1, item 17.) 


The practice of requesting Parliament to provide loan appropriations rather 
than grant appropriations was further extended in 1969 when Transport Votes L107b 
and L110b, Appropriation Act No. 1, 1969, 1968-69, c.23, provided $16 million for the 
construction and acquisition of ferry vessels and $17 million to finance the construc- 
tion of roads and bridges to improve transportation with respect to the Vancouver 
International Airport. Although, with minor exceptions, this was the first occasion 
on which it was proposed to depart from the long-standing policy of charging the 
cost of capital works to expenditure, the attention of the House of Commons was not 
directed to the change or to the fact that $33 million which would have been 
recorded as expenditure of the year under the established policy was not to be so 
charged, the result being a corresponding reduction in the recorded deficit for the 
year. 


Expenditure made under the authority of Vote L107b has subsequently been 
transferred to Transport Vote 45b, Appropriation Act No. 1, 1972, 1972, c.1, thus in 
effect reversing the decision to use a loan appropriation with respect to the construc- 
tion and acquisition of ferry vessels. 


When the 1968-69 Supplementary Estimates (B) were being considered by the > 


Miscellaneous Estimates Committee on February 27, 1969, the Minister of Transport 
explained Vote L110b as follows: 


Actually these loans are for the construction of two bridges being built by the National 


Harbours Board; one over the Middle Arm of the Fraser and one over the North Arm called | 
the Hudson Street Approach. These bridges will be operated as full facilities and the tolls will | 


be used to pay off the loans. 


In fact the bridges are being built by the Department of Transport as is evidenced | 
by the fact that payments are recorded in the accounts of the Department and not in | 


the accounts of the National Harbours Board. 


Moneys advanced under authority of these and some other loan votes and | 
recorded under ‘“‘Advances, loans and investments—Domestic” are not loans but are | 
in fact funds provided for the acquisition of capital assets. Brief details of these | 


exceptions to established policy follow: 


AIRPORTS CAPITAL LOANS. During the year capital expenditure totalling $103,281,000 at the 
Montreal and Toronto International Airports was charged to the Airports Revolving Fund | 
pursuant to Transport Vote L160, Appropriation Act No. 3, 1969, 1968-69, c.36, which author- | 
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ized the operation of the Fund. To the extent of $12,806,000, this capital expenditure was 
financed from revenue under authority of Transport Vote L160, with the remaining $90,475,000 
being provided from Transport Vote L35, Appropriation Act No. 38, 1971, 1970-71-72, c.46, which 
authorized payment of $130,008,000 in 1971-72 and subsequent fiscal years. At March 31, 1972, a 
total of $136,806,000 had been advanced as airports capital loans. 


VANCOUVER INTERNATIONAL AIRPORT—CONSTRUCTION OF BRIDGES. At March 31, 1972, a total 
of $6,798,000 had been paid from Transport Vote L110b, Appropriation Act No. 1, 1969, 
1968-69, c.23, for the acquisition of the required land and to contractors for work performed. 
This Vote authorized loans to an amount of $17,125,000 in 1968-69 and subsequent fiscal years 
to finance the construction of bridges and a network of arterial roads to improve transporta- 
tion to the Vancouver International Airport. Advances during the year amounted to 
$2 594,000. 


COMPUTER SERVICES BUREAU. A loan was made to the Computer Services Bureau Revolving 
Fund under the authority of Supply and Services Vote Lilc, Appropriation Act No. 1, 1971, 
1970-71-72, c.25, to cover the estimated depreciated value of the Bureau’s capital assets as at 
March 31, 1971. The balance of the loan as at March 31, 1972, was $119,000. 


PASSPORT OFFICE REVOLVING FUND. External Affairs Vote L12, Appropriation Act No. 3, 1971, 
1970-71-72, c.46, authorized a loan of $133,000 for the purchase of capital equipment. During 
the year $79,000 was loaned and $1,000 was repaid, the balance of the loan being $78,000 at 
March 31, 1972. 


RACE TRACK SUPERVISION REVOLVING FUND. A loan of $13,000 was made to the Race Track 
Supervision Revolving Fund under the authority of Agriculture Vote L16a, Appropriation Act 
No. 4, 1971, 1970-71-72, c.58, for the purchase of equipment. 


CANADIAN GOVERNMENT PHOTO CENTRE REVOLVING FUND. Secretary of State Vote L85, 
Appropriation Act No. 3, 1971, 1970-71-72, c.46, authorized a loan of $100,000 for the purchase 
of capital equipment for the Canadian Government Photo Centre. An amount of $2,000 was 
loaned during the year and was outstanding at the year-end. 


Under the policy outlined at the beginning of this section, the cost of govern- 
ment buildings, vessels and other capital works and equipment is charged to 
expenditure at the time of acquisition or construction because departments are 
dependent on public revenue for their capital needs. The Crown corporations and 
other bodies referred to previously are also dependent on public revenue for their 
capital needs. 


These exceptions to long-standing policy have had the effect of understating 
the Deficit or overstating the Surplus in the Public Accounts each year since 1958. 
To the extent that parliamentary appropriations are required in later years to 
provide for repayment of the loans, the Deficit will increase or the Surplus decrease 
in those years. (See paragraph 58 of this Report.) 


If certain capital assets are to be included in the Statement of Assets and 
Liabilities, then a formal change of policy is required and steps should also be taken 
to bring all similar capital assets on to the Statement. Furthermore, the assets 
should be described as capital assets and should not be categorized as loans, which is 
incorrect. 
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257. Accounts receivable. Taxes and sundry accounts receivable are not recorded 
as assets in the Statement of Assets and Liabilities but information regarding these 
accounts at March 31, 1972, in comparison with the corresponding information at the 
close of the preceding year, is set forth in the Comparative Statement of Accounts 
Receivable in section 29 of Volume II of the Public Accounts. This Statement shows 
a total of $591 million of which $33 million is classified as uncollectable. 


There are a number of inaccuracies in the Statement. For example, the total 
recorded for the Department of Industry, Trade and Commerce is $992,000 whereas 
it should be at least $1,485,000 and the total of $5,129,000 recorded for the Depart- 
ment of Public Works should be $10,388,000. The Department of Indian Affairs and 
Northern Development shows $105,000 as receivable from other government depart- 
ments whereas, in fact, $70,000 of this amount is an internal matter, being an 
unsettled account between branches of the Department. 


Deletions from accounts receivable during the year were as follows: 


Number of 


accounts Amount 


Appropriation Act No. 4, 1971, 1970-71-72, c.58, and Appropriation Act No. 1, 


1972, 1972, c.1—Various departmental votes—amounts in excess of $5,000..... 425 $ 9,097,000 
Financial Administration Act— section 18—amounts of $5,000 or less........... 23,135 6,003,000 
Bankruptcy Act, R.S., c. B-3 —section 148—discharged bankrupts.............. 1946 1,814,000 
Unemployment Insurance Act, R.S., c. U-2— 

Section 42-—unpaldicontributions 2 ssh asus dhe ated and f eye eho ig ngd a Seta bes 3,450 782,000 

SOCLIOL Ui-—-OVELDATC CIEL tC. wae, Gals Sande carers cok a eee Ne seats hat eke 26,314 1,309,000 

29,764 2,091,000 

52,270  $ 19,005,000 

A summary of deletions by department follows: 
Number of 

accounts Amount 
PSTICU MEET EP eenes ede eric aimee ieee ae ua tee ena e's hs dices Sar MeL eee ee 1,181 20,000 
Poxtetial Atlas Gece. dk ek ach SAME. MELE TE. ad Sede oe 150 10,000 
EAN COC carer emma ds aie, Matra ts hale uae eta eit: els gids Pee mt Pee» Cae ia 1155 944 ,000 
Indian Adtairs and Northern Developments. Wien tie sce- v0 AA ek oe ee ee ae 660 122,000 
Manpower and Immigration— 

NPE TET SYS nr 8 72) 0 eae eg ets Mtg ois RR Rio ie i re pede ONES ot MOR TSE MCHA RE Iai 5 7,674 433,000 

Unemployment ineuranee Comvunmisero nn seers pe cee ok 3 cheesy & cons ua erect es 166 5,000 

Unenrployinent' Insurance:Account oo elec cee ss Meee hee 29,764 2,091,000 

37,604 2,529,000 

INA CEOMAL IDCTEnCE’. . eer et RT ee tee Oe te, ig Re, ene tes, 194 51,000 

Nationa hicali hand Wellaremsi<9,... ae Viet ees ast, ee ises he de Ce ee ee 97 3,000 
National Revenue— 

Cistamaera nid! TeX eise a5 jb a! Boe) bale cnc ean tie ine Mae ak eal) tke te eae pe eee 1,047 704,000 

TESORO UR GA "shes <lorscs hans setts Sonics oes nate Rr cae Lh Gee ee ae 8,365 14,220,000 

9,412 14,924,000 

PGREUTTCe ah iso Gu Resi! Sie eee cae LE Oe Ae cc a ee 116 2,000 

Public. Worksesiyctil 2 eau auld Cee tenes a! bs as ER Se ee 121 22,000 
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Number of 
accounts Amount 


Solicitor General— 


STE CULOM A OLY CCS tee nr taupe cc diun ois aude METAR eER DLL tanck 5 4 ck RENEE ote 21 $ 1,000 
MOV Ae AAG lait WLOUTICEC a OLECE ou eras erste ceo eter Oe tic Fea aaah teers ler 7 2,000 
28 3,000 

Supply and Services— 
He rr cUnne Meee etc Seth tReet OR Tae Uc Kast es PR oe hal ae Apa ee 1 32,000 
PIIFOMPAs LOM MGA ts heme) ant as arte os eer ore oars aetna Sataria 191 4,000 
192 36,000 
ECS OLGA . ee ear co ae ES oe Pele RETR ele ae ct be teal hee ee ee ERE 478 22,000 
Me rCrAvismNi airswer ee 2. eh). ety Sees ke PO. ee} See LE Clack aod ee as hey 315,000 
Te mr AN en la teat on i he tS aN IC Vd She esas aig ee ae AONE hg 3 ives take ROTEL 105 2,000 


52,270  $ 19,005,000 


We have established $2,979,000, compared with $1,157,000 at the close of the 
previous fiscal year, as the total of the interdepartmental accounts which should 
have been settled before the books were closed for the year. Of this amount $94,000 
remains outstanding from previous years. A listing, by department, of amounts due 
from other departments at March 31, 1972, follows: 


Accounts arising in 


Current Prior 


year years 
(COUPES ET PVYOE NS (0) 1 og se oO eI PIC hea Aen $ 13000 $ — 
DER TMCS ATOM RESOUTCES f.iecc cdi cca 6 Gb ans boo date oe Ad tees alncounl asec te 12,000 — 
VER ROTTER Og a sh lia a aT RRA ana CLT. ANP STP TT OG St ane OE nc RO CRO 32,000 — 
Tnucianen airs and Northern Development: cis. <2 ici ds bala cues s oh 6 uk ealats 75,000 30,000 
TTC RROE ONC COMIMETCE 20 5 las opcae hier sas a eats waka eee case ode aids eo an — 3,000 
ASUS. on) A SRN eh Ue enn neROe hry Poy Onova iN 181 Rae PS ee mT are Cs a, 13,000 ~~ 
ING OMe ROT ON GOSS 20 1M te any noi tree iva Stace: « Shai Morin Ratudts cider ta ponte ee 345,000 —_ 
Ota Leni by ANd W CLL AL Ge. ln ee Neh he oc sie eich ala gle wc did Bean asks ie Bncacaih "wr ako eeole 282,000 16,000 
National Revenue— Customs and Excise... ........c. ccc sce ces ccc cee cawcues 1,114,000 — 
aT UTA RR ro eas RAS hn wap Nee oh SE Die AA Gta a > sa 3,000 — 
Dey Ol Keer teehee on Cena shania bonnes wae REG ney UR ae ee 484 000 — 
OPEC EAE VO ees Dts munmnyn yey fr Rast sw 105s ln Bk ohio Muelle aN Gelato he Meets 11,000 — 
PRIA CHPOT A ONGG abies Coe en nh tetas oe Sea te Ce ie! ak ee St bce ts 104,000 —_ 
vel Ade) MUNEN ATO ki!) Gi LbYorc PRM RE eae a eee Re REL CADE ames Wan 2 Cem ae oe 49,000 3,000 
GA ONORS O76) tat sk teens. Sik A ae a AER RRA or Means i MNS Rn RRR UR Sa 300,000 37,000 
Treasury Board— National Research Council of Canada...............0 0000s 38,000 — 
REI NCR TG GALS Me Neb R IS iAe Bhi ce ALES tenth ee cenet eae RN iacbras Otic wlakacehe eek! Gua Bias 7,000 1,000 
PO CRN MU Melee ie tigers try Mae Coane ANG An iat Ot peak aol ear Vc aria W onelea tee 3,000 4,000 


$ 2,885,000 $ 94,000 


These accounts were not settled due to delays in submitting billings or delays by 
debtor departments in processing invoices. Failure to settle them at the year-end 
results in the expenditure of some departments being understated and, conversely, 
the expenditure of servicing departments being overstated. The interdepartmental 
account receivable of $1,114,000 reported by the Department of National Revenue, 
Customs and Excise, was due from the Department of National Defence. 
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While there has again been some improvement in the keeping of these accounts, 
test examinations during the year have indicated that in some departments the 
handling of accounts receivable still falls short of desirable standards. Comments on 
these departments along with pertinent information with regard to the receivables of 
other departments are set forth in the ensuing paragraphs. 


258. Accounts receivable—Department of National Revenue. Of the accounts 
receivable of $591 million at March 31, 1972, $526 million relates to the Department 
of National Revenue. With the co-operation of officials of the Department, analyses 


have been prepared showing the nature and amounts of these unpaid accounts. | 
Further details are to be found in the report of the Department of National | 
Revenue for the year ended March 31, 1972, and on pages 29.4 and 29.5 of Volume II _ 


of the Public Accounts. 


CUSTOMS AND EXCISE. The following is a summary of the accounts receivable at | 


March 31, 1972, with comparable amounts at the close of the previous year: 


March 31, 1972 March 31, 1971 


PE CISO FAXES Wiel ee es tie! is iv eee ie age a ee SUR coerced 4 $ 13,018,000 $ 10,821,000 
Dutiessand taxeson amportations aint ean ae ei re SP eas 4 428 000 2,455,000 
DOREOIIS SEIZING Se te aoe ee he ces LEMAR IMINO aries oP OA ee tundte are 1,825,000 1,457,000 
PTV Esti A LIONS he ces eee Oh ok aaa ee craton We Her teal Raye te dub teak Ra gto 132,000 55,000 
IPCC Ve Cae Sa Ronee Sra atte aN ieee MEM Ae Wika RU 9,000 13,000 


$ 19,412,000 $ 14,301,000 


Of the total of $19.4 million, collection action was being taken on 7,045 accounts 
totalling $7.3 million (37.6%). The remaining $12.1 million had not been collected 
for the following reasons: 


Number of 
accounts Amount 


MDC Cr IRD DCA hy ehed enter is Decale Rees pe eet Ee re ee 3,731 $$ 4,895,000 
TISORVETI CIOS Bra Se) te hare eect ere as eke me Tah eae ene noo ene eaters ae eae 922 4 689,000 
NOTIOOIOC GA Dero a. peel cook ee MA hee Ce ee Sut ae ely we a Loa 540 2,514,000 


5,193  $ 12,098,000 


These accounts receivable do not include duties and taxes owing on goods that | 
have been imported illegally where the Minister had not rendered a decision as to | 


the penalties to be imposed. 


Of the $13 million of excise taxes receivable, which includes $2.7 million in 
penalties, the Department estimates that $4.5 million will not be collected. 
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Duties and taxes on importations include $1,114,000 owing by the Department 
of National Defence at March 31, 1972. This amount was collected in June 1972. 


There is no requirement that interest be charged on overdue accounts although 
a monthly penalty of 2/3 of 1% is charged on overdue excise taxes. 


The Department of National Revenue, Customs and Excise, has been trying for 
several years to extend the system of control accounts to include all receivables. 
However, this has not yet been fully accomplished. 


During the year accounts amounting to $704,000 were deleted under authority 


of: 


Number of 
accounts Amount 
Appropriation Act No. 4, 1971, 1970-71-72, c.58—National Revenue Vote la.. 17 $ 258,000 
Finencial Administration: Act—section 1840 ie. eae tks cic eae ee ees 968 304,000 
Bankruptcy ACUeh., :6* B-d— SeCtlOon 146 fair ene eee te I 62 142,000 
1,047 $ 704,000 


os 


TAXATION. The following is a summary of the accounts receivable at March 31, 
1972, with comparable amounts at the close of the previous year: 


March 31, 1972 March 31, 1971 


Income tax— 


ECVE eM cea ta coe Mea tel cote eRe M Ee Re fay ve p denen Sete ea es Sigieiets $ 282,184,000 $ 242,416,000 
COEDO RIN SIi k ts A oN EO Le ey SA SEA a tA 8 154,739,000 124 573,000 
PPA SUCEE CUCL ON rhea Aa at Oh Ob eck oS Ae ol a Rael kk OM aa 27,772,000 23,145,000 
NOT ST OSIUICHIGG™ © 8 trreg ence ccirars A Nae © Aine ha See ae hs atateate ites oh etna 6,428,000 4,698,000 
RDEORK ORNS 0.2 Sockeye aie cope eas. Gee re oer Weyer. eee ht 3,757,000 4,072,000 
474,880,000 398,904,000 

Histateitavandccnecession:duty..8 ff oder seneei eld: asters. fae a. B 31,369,000 26,581,000 
POPUL NY ia pnw eet. cant? 0b Ce dro, Loans Sua Beem teat en eT 12,000 17,000 


$ 506,261,000 $ 425,502,000 


The Department of National Revenue, Taxation has stated that the increase in 
accounts receivable was due to a noticeable increase in the amount of the average 
assessment, liberalization of departmental policy concerning voluntary arrange- 
ments and the acceptance of security in lieu of payments from taxpayers who appeal 
their assessments. 


Of the total of $506 million receivable at March 31, 1972, $187 million (36.9%) 
represented 309,021 accounts which were undergoing the normal collection process. 
The remaining $319 million had not been collected for the following reasons: 
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Number of 
accounts Amount 
(HPPCISU, ASSERSITIOTIUS conc wf fica. eiebrpererts a vann Whicantn ay ahv AE RGA RIN dete tee omar 161,649 $ 89,923,000 
Uncollectablen Fi. < | OF ARS PO See read eee en Se ee 8,819 20,516,000 
Bean lori yatis teeta thee ya ge ah Rte as. Tiltes h w nad Bh aia alan anal Wiis Sunt tas t 6,311 24,210,000 
115 (6 Kesh 6 eT cy Radiesse ear ie Ra en acho caeh ercl  aelae  Mare the SR Aah Pilbara iiad wo arcs 2,949 180,865,000 
Deferred tawks ae ae vas. AP OR Rae oT. 42 BRR. EL. ee 2,580 3,757 ,000 


182,308  $ 319,271,000 


During the year accounts amounting to $14,220,000 were deleted under authori- 
Raley Fe | 


Number of 
accounts Amount 
Appropriation Act No. 4, 1971, 1970-71-72, c.58, and Appropriation Act No. 1, 
1972, 1972, c.l— National Revenue Votes 5a and 5b.........000ceecseneee 385 $ 8,643,000 
Binranecial Adrmimistration Act—section ds . 9.2 5'i. cok a eh ta dee ca eee 6,179 4,061,000 
PART ECA Cleese CULON E4055 a uckere va Whee ose as audit. ons ma Re baie eo Re peCaneee 1,801 1,516,000 


8,365 $ 14,220,000 


259. Accounts receivable—Department of External Affatrs. The accounts receiv- 
able of this Department include an amount of $1,827,000 owing to Canada from the 
fund known as the ‘‘Common Pool” established by the Geneva Conference on the 
problem of restoring peace in Indo-China. An additional amount of $1,381,000 is 
recoverable on behalf of the Department of National Defence. This total of $3,208,- 
000, an increase of $94,000 over the previous year, represents certain costs incurred by 
Canada as far back as 1960-61 in serving on the International Commissions for 
Supervision and Control in Cambodia, Laos and Viet-Nam. No payment has been 
received from the ‘“Common Pool”’ since February 1963 but Canada’s assessments 
towards financing the Laos International Commission since 1962-63, amounting to 
$243 ,000 ($3,000 in 1971-72), have been applied against the indebtedness. 


We understand that the failure of The People’s Republic of China to continue 
its contributions has resulted in the ‘“‘Common Pool”’ being unable to pay all of the 
costs for which it is responsible. 


As has been pointed out in previous Reports (paragraph 244 in 1971), in the 
absence of any reimbursement from the “Common Pool’ in recent years, new 
financing arrangements should be sought. 


In its Sixth Report 1970-71, presented to the House:-on June 30, 1971, the Public | 


Accounts Committee recommended ‘‘that the Department of External Affairs con- 
sider the advisability of taking diplomatic initiatives to resolve the situation’’. (See 
Appendix 1, item 36.) 


———————— ee ee 


eae 
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260. Accounts receivable—Department of Finance—Defaulted student loans. The 
Canada Student Loans Act, R.S., c. S-17, was enacted in 1964 to facilitate loans to 
students not exceeding $1,000 for any one academic year or $500 for any one 
semester up to a maximum of $5,000 over the period of the student’s full-time 
studies. Department of Finance Vote 1, Appropriation Act No. 3, 1972, 1972, c.15, 
assented to on June 30, 1972, amended the Act to permit loans to be made not 
exceeding $1,400 for any one academic year or $700 for one semester, up to a 
maximum of $9,800 over the period of the student’s full-time studies. The loan is 
interest-free to the student during the period of his full-time studies and for six 
months thereafter. Under the program, the appropriate provincial authority issues a 
certificate of eligibility to a qualifying student for an academic year. The certificate 
provides the chartered banks or other lending institutions with the authority to 
make the loan. Under section 12 of the Act the Province of Quebec operates its own 
program, receiving lump-sum payments from Canada to cover its costs. 


Canada, in addition to acting as guarantor for the loan, pays the interest during 
the student’s interest-free period, after which the student becomes liable for interest 
and repayment of the principal. In cases of default by the student, or death, Canada 
reimburses the lending institution the amount of the loan together with interest. 


At June 30, 1972, loans, in all Provinces except Quebec, totalling $466 million 
had been made to students since the inception of the program in 1964. Of the 
$254,795,000 that has become payable, $114,784,000 has been repaid, $124,342 ,000 is 
being repaid on a current basis, and $15,669,000 has been paid by the Crown of which 
$864,000 due from students who died has been cancelled in accordance with the Act 
and $14,805,000 is in default by 13,475 students. 


Since 1969 the Guaranteed Loans Administration Division of the Department of 
Finance which is responsible for the overall co-ordination and implementation of 
the program has employed an international collection agency to assist in the 
collection of the defaulted loans. 


In 1971-72, 3,400 defaulted loans totalling $4,424,000 were referred to the collec- 
tion agency bringing the total loans referred to 7,750 aggregating $9,207,000. Collec- 
tions by the agency to June 30, 1972, amounted to $1,495,000 for which it received 
fees of $307,000. 


During the year the loan accounts receivable records were transferred to a 
computer and our test examination revealed the following significant weaknesses: 


1. Defaulted loans taken over from the lending institutions are not recorded as receivables from 
the students until a post-audit of the institutions’ claims has been carried out. At June 30, 
1972, a five-month post-audit backlog of 4,000 claims, which we have estimated at from $3 to $4 
million, had not been recorded as receivable. 


2. Interest owed by students which Canada has paid to the lending institutions is not recorded as 
receivable. 


3. There is no control account against which the total of a listing of the loans can be verified. 
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4. The computer system does not provide adequate periodic statements or reports of transactions 
in the accounts. 


The present system is most unsatisfactory and immediate corrective action is 
required. 


261. Accounts receivable—Department of Industry, Trade and Commerce. The 
accounts receivable of this Department are recorded in the Public Accounts in the 
amount of $66,000 at March 31, 1972. A further amount of $926,000, disclosed by a 
footnote to the Comparative Statement of Accounts Receivable, is recoverable over 
a number of years in respect of assistance granted to three contractors under the 
Defence Industry Productivity Program. 


Not included in the Statement is an additional amount of $493,000 owing by 
another contractor. Five other amounts totalling $263,000 are subject to recovery 
under the contingent repayment provisions of other assistance agreements under the 
Program but the Department had not requested payment of these nor had it 
recorded the amounts in its accounts. (See paragraphs 100, 101 and 106 of this 
Report.) 


262. Accounts recetvable—Department of Manpower and Immigration. In previous 
Reports (paragraph 246 in 1971) we have stated that control accounts had not been 
established for miscellaneous accounts receivable, that minor discrepancies existed 
between three of eight account trial balances and the respective control accounts, 
and that the total of $53,000 of accounts receivable categorized by the Department 
as uncollectable did not include many accounts that should have been similarly 
classified. 


At March 31, 1972, control accounts were in effect for all accounts receivable 
totalling $1,342,000, with the exception of $17,000 of miscellaneous accounts. How- 
ever, minor discrepancies between two of eight trial balances and the respective 


control accounts were still being investigated by the Department. The Department | 
categorized accounts totalling $995,000 at March 31, 1972, as uncollectable, including | 


$969,000 which had been outstanding at the end of the previous year. 


The Department has made progress in the establishment of adequate records | 


and control of accounts receivable. However, collection action remains weak in that 
there was no systematic follow-up on overdue accounts, despite a recommendation 
from the Public Accounts Committee in June 1972 that the Department make a 


greater effort. Subsequent to the close of the year new follow-up procedures were | 


initiated for overpayments relating to the Canada Manpower Training Program, 
which comprise about half of the total accounts receivable. 


263. Accounts receivable—Department of National Defence. This Department 
reported accounts receivable of $14,098,000 at March 31, 1972. In our review of 
supporting accounts receivable records maintained at Headquarters, approximately 
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90% of the total, we learned that the Department discontinued the use of control 
accounts in February 1972. Such accounts are essential to provide effective internal 
control over accounts receivable and Treasury Board policy requires that they be 
maintained. Our review of the records disclosed that accounts totalling $742,000 had 
not been included in the totals reported by the Department. These together with 
other errors indicate that the receivables have been understated by $628,000. 


The accounts receivable include: 


ae e NATIONS —=9 PCCla TUNGS rec aed, © Arata anit Weekes a onc eh nraineeae, | laae sh lnc a: obese Be $ 6,726,000 
PT COMe INA GEUCE A OM MISMO). here Teh Oe lee Reet Rds oa eh ee Ae en. ceene 1,381,000 
PIS ea Le sUONSTOVANCCS eae he Face oun oh Roe tek adele ae emus esi eee tae ae sean acne ve 845,000 
HCC Cram. COUICAOr Grerimely fy ince at eens tewl tare tat cate as pein Ae EMER et echo ncw ae eee 680,000 
Canadian, Corporation ior the 1967.World Eximbition %. .05 0). seek. codes 403 obit 100,000 


The balance of $6,726,000 due from special funds of the United Nations results 
from costs incurred by the Department as a result of participation in United Nations 
peacekeeping operations. The unsettled accounts are in respect of operations in the 
Congo until 1964, $804,000; the Middle East until 1967, $4,702,000; and in Cyprus 
$1,220,000. Difficulties encountered by the United Nations in the collection of 
contributions from member states have prevented settlement of these accounts. 


The amount of $1,381,000 owing to Canada with respect to costs incurred by the 
Department in serving on the International Commissions for Supervision and 
Control in Cambodia, Laos and Viet-Nam is referred to in paragraph 259 of this 
Report. 


The balance of $845,000 reported as due in respect of assistance to provinces 
comprises amounts receivable from five provinces for assistance provided in civil 
emergencies between 1958 and 1972. (See paragraph 135 of this Report.) 


The amount of $680,000 owing by the Federal Republic of Germany since 1961 
was noted in our 1971 Report (paragraph 247) and reference made to the lack of 
follow-up action by the Department in recent years. In May 1972 the Department 
received payment of this account. 


The account owing by the Canadian Corporation for the 1967 World Exhibition 
covering shortages in, and damages to, bedding, and transportation and administra- 
tion costs was also referred to in paragraph 247 of our 1971 Report. Following the 
dissolution of the Corporation on November 27, 1969, its assets and liabilities were 
transferred to the Minister of Industry, Trade and Commerce for collection and 
settlement in accordance with the Expo Winding-up Act, 1969-70, c.1. As noted last 
year settlement of the amount owing to the Department of National Defence will 
not be possible until the Province of Quebec pays an amount of $192,000 represent- 
ing the unpaid portion of the Province’s share of the Corporation’s deficit. 


As stated in our Report last year it has not been the practice to report debit 
balances in pay accounts of serving members of the Canadian Forces. When the 
Central Computational Pay System is fully implemented (see paragraph 128 of this 
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Report), the totals of overpayments of pay and allowances and other debit balances 
should be available for inclusion in the Comparative Statement of Accounts 
Receivable. 


264. Accounts receivable—Department of National Health and Welfare. The — 
accounts receivable of this Department totalled $7,525,000 at March 31, 1972. These | 
include accounts totalling $3,569,000 relating to the Department’s hospitals and | 
medical services. 


In previous Reports (paragraph 248 in 1971) we have noted that considerable | 
improvement was required in both the control and collection of the accounts 
receivable of some of the Department’s hospitals. Examinations during the year at | 
three other hospitals disclosed similar situations. Postings to the control account at | 
one hospital were seven months in arrears while at another the control account had | 
not*been balanced with the individual accounts receivable for more than a year. At | 
one hospital billings for services to patients were delayed for a period of fourteen 
months and at another for a period of eight months. In one case virtually no action | 
had been taken to collect accounts receivable arising from commissary sales. At | 
March 31, 1972 outstanding accounts receivable at the three hospitals aggregated | 
$536,000. Twelve hospitals were in operation at the year-end, two having been closed 
during the year. 


The medical services which the Department provides are administered through 
nine regional offices located across Canada. Our examinations included the records | 
of four regional offices. Control accounts were not maintained by any of the four 
offices and two of them did not follow up overdue accounts on a systematic basis. At | 
March 31, 1972 outstanding receivables at the four offices totalled $50,000. 


265. Accounts receivable—Department of Public Works. The accounts receivable | 
of this Department at March 31, 1972 are recorded as $5,129,000. However, this | 
amount does not include $5,242,000 due from a company under an agreement | 
involving the construction of an oil terminal wharf at Point Tupper, N.S. The 
Department’s expenditure on the wharf, $4,700,000, plus interest accrued during the | 
period of construction, $542,000, is receivable from the company over a period of 25 | 
years with interest at 8.3%. | 


266. Accounts recewable—Department of Transport. The accounts receivable 
reported by this Department amounted to $5,525,000 at March 31, 1972, compared } 
with $5,980,000 at March 31, 1971. | 


In our 1971 Report (paragraph 249) we noted that some improvements in the | 
handling of accounts receivable had been made. However, our review of the accounts | 
outstanding as at March 31, 1972, disclosed lengthy delays in processing accounts, an | 
absence of controlling accounts and inadequate collection efforts. (See paragraphs | 
216 and 217 of this Report.) 
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267. Cash on deposit. Included in the item ‘‘Cash” is an amount of $1,567.9 
million on deposit in bank accounts. Of this amount, $1,529.9 million was on deposit 
in the chartered banks in Canada, $20.1 million in the Bank of Canada and $17.9 
million in banks in London, New York, Paris, Brussels and Bonn. 


The balances on deposit in bank accounts abroad are working balances against 
which cheques are drawn and which do not earn interest. The Bank of Canada, in 
accordance with the provisions of section 19(e) of the Bank of Canada Act, R.S., c. 
B-2, does not pay interest on deposits. However, profits of the Bank of Canada are 
paid to the Receiver General and placed to the credit of the Consolidated Revenue 
Fund. 


Balances on deposit in the chartered banks in Canada earn interest only on the 
amounts by which the aggregate of the lowest daily balance for each bank in each 
week exceeds $100 million, calculated at the weekly average accepted treasury bill 
tender rate for the three months treasury bills, less 10%. (See paragraph 87 of this 
Report.) 


Additional interest-free balances, totalling $30 million at the year-end, are 
maintained in certain chartered banks by the Unemployment Insurance Commission 
(see paragraph 88 of this Report). 


268. Valuation of United States dollar assets and liabilities. On May 31, 1970, the 
Minister of Finance announced that Canada would no longer maintain the value of 
the Canadian dollar within the previously agreed margins and subsequently the 
Canadian dollar appreciated in value. Thus United States dollar assets held by 
Canada and debts payable by Canada in United States dollars all depreciated in 
value in terms of the Canadian dollar. The rate of exchange at March 31, 1972, was 
$1 US = $0.9975 Canadian but, except in the case of bank balances of $16.2 million, 
no adjustment was made in the valuation of these assets and liabilities with the 
result that they were overvalued at that date as follows: 


Value at 
Recorded March 31, 1972 Over- 
value exchange rate —- valuation 
Assets— 
Securities held for securities investment account ..... $ 13,036,000 $ 12,085,000 $ 951,000 


Subscriptions to capital of, and working capital 
advances and loans to, international organizations 319,358,000 301,674,000 17,684,000 


$ 332,394,000  $ 313,759,000 $ 18,635,000 
Liabilities— 


Loans payable in foreign currencies, including 
BperUec ANGerestie 47... . pceoke oc cles ened dae ee eee $ 341,378,000 $ 314,985,000 $ 26,393,000 
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269. Departmental working capital advances. This item, amounting to $171,966,- 
000 at March 31, 1972, comprises a number of revolving funds and working capital 


advances established by Appropriation Acts and other statutes. 


In the following instances balances at March 31, 1972, include: operating 
deficits, inventory shortages, and undistributed expense to be recovered from 
departmental appropriations, which are not assets; and long-term stockpiles of 
materials which should be shown as a separate category in the Statement of Assets 


and Liabilities and should not be financed out of working capital advances: 


OPERATING DEFICITS 
Department of Supply and Services— 


Compirter Services Bureau Revolving tind: . Gsda-2 ave eou bane dea puis ce 


Public Service Commission— 


Bureau of Staff Development and Training Revolving Fund ................ 


Department of the Environment— 


Fisheries Prices Support Account.... 


Department of Communications— 


Government Telephone Account .... 


National Film Board— 


oo eee eo ere see eee oe oe ee ees e eee eee sees ese eee 


oe ee ee oe ee eee ee ee ee eee eo eee soe seeseees eee 


Canadian Government Photo Centre Revolving Fund ..................0000 


INVENTORY SHORTAGES 


Department of Indian Affairs and Northern Development— 


National Parks Stores Account ...... 
Post Office Revolving Fund .............. 


UNDISTRIBUTED EXPENSE 
(amounts due from departments) 
Department of Supply and Services— 


ooo eee eee ee eee ee ee eee eee eee eee eee eee eee 


eee eee soe eee ees ese e eee sec eee eee eoeeee eee 


Canadian Government Printing Bureau Revolving Fund .................0.. 
Canadian Government Supply Service Revolving Fund................00000: 
Computer services. Burenus Revolving Fund. ..o 4.5 sous cals ogee ew Suge eae 


Department of Communications— 


Government Telephone Account .... 


National Film Board— 


Operating, Accounts. Pg oss veves eee 


eee e eee ee eee eee eee ee eee ee eee eo eee eee eee 


Ce J 


Canadian Government Photo Centre Revolving Fund .................020005 


Department of Public Works— 


Working Capital Advance .......... 


Information Canada— 


Expositions Revolving Fund........ 


Department of External Affairs— 


Advances to posts abroad ........... 


Public Service Commission— 


eee eee eee eee eee eee eee eee ees eee eee eee eee 


eee ee ee eee eee eee eee eee eee eee eeeoeeeree eee 


oeceere er eco eee ee eee eee eee eee eee eee eee eee ee 


Bureau of Staff Development and Training Revolving Fund................. 


Public Archives— 


Centraliiicroliim-Unit: Revolving Fund ics e sdwlree whe eo See 
Department of Industry, Trade and Commerce— 


Statistics Canada Revolving Fund .. 


LONG-TERM STOCKPILES OF MATERIALS 


oe eee eee eee ee ere eee ee ee eee eee eee eee ese ee 


Department of Energy, Mines and Resources— 


Uranium concentrates aecisnescooaan ss 


Department of Supply and Services— 
Defence Production Revolving Fund 


Ce 


Ce 


$ 321,000 


320,000 
249,000 
74,000 
39,000 
1,003,000 


28,000 
5,000 
33,000 


3,784,000 
2,284 ,000 
391,000 
417,000 


544,000 
86,000 


389,000 
204,000 
90,000 
35,000 
13,000 
8,000 
8,245,000 
101,183,000 


889,000 
102,072,000 


$ 111,353,000 


| 
| 
| 
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Expenditures of $11,396,000 on a stockpile of uranium concentrates under the 
control of Uranium Canada, Limited have been erroneously recorded as loans to 
that Crown Corporation. (See paragraph 281 of this Report.) 


270. Departmental working capital advances—Department of Agriculture—Agricul- 
tural Products Board Account. The following inventories were held by the Agricultur- 
al Products Board at March 31, 1972: 


A PSPU CRISS Lh Bae ck I 2 2 a ae Or EEA I gene Sh eat tat Mena to PL $ 1,275,000 
POOL ee TR ROT ar ee Ree ete ee ee Le es Ree ee aie cae 345 ,000 
$ 1,620,000 


The turkeys had been purchased on the market because of a loss of export trade 
caused by the imposition by the United States Government of a 10% surcharge on 
imports. A note to the Board’s Balance Sheet at that date disclosed that the Board 
expected to suffer a loss of an estimated $300,000 on disposal of this inventory. Since 
the year-end about 75% of the inventory of turkeys has been sold, at a loss of 
$210,000, to the Canadian International Development Agency for disposal under the 
world food program. 


The inventory of egg powder has been sold at book value to the Canadian 
International Development Agency for disposal under the world food program. 


271. Departmental working capital advances—Department of Communications— 
Government telecommunications agency revolving fund. The proper name of this 
account is the Government Telephone Account which was authorized by Finance 
Vote L20, Appropriation Act No. 5, 1963, 1963, c.42, for the purpose of financing the 
government telephone service. Expenses are billed to user departments to cover costs 
of administration, local shared common services and inter-city services for depart- 
ments and agencies using the consolidated systems serving certain areas. The 
amount outstanding may not exceed $1 million. The balance in the Account at the 
year-end was $520,700. This amount is $66,800 in excess of the balance of $453,900, 
which appears in the Balance Sheet of the Fund shown on page 2.8 of Volume II of 
the Public Accounts, because the accounts of the Fund were not held open as were 
the central accounts to record 1971-72 receipts and payments in April. These receipts 
totalled $1,343,500 and the payments totalled $1,402,600. The remaining amount of 
$7,700 is an error in the central accounts which is offset by a similar error in 
Communications—Suspense Account. 


272. Departmental working capital advances—Department of Manpower and Immi- 
gration—Posts abroad. The balance of $143,000 in the Account at March 31, 1972, 
comprised the unpaid portion of loans to employees posted abroad. The current 
accounting policy of crediting repayments to principal until the loans are repaid, 
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and thereafter to interest, has the effect of understating by an indeterminate 
amount the total of the loans outstanding. 


273. Foreign exchange reserve accounts—Exchange Fund Account—Deficit. 
Advances to the Exchange Fund Account at March 31, 1972, amounted to $5,516,- 
279,000 comprising cash advances, $5,146,000,000, and special drawing rights, $370,- 
279,000. However, as the market value of the net investments from cash advances 
held by the Account at that date was only $4,928,540,000, there was a deficit of 
$217,460,000 which in our opinion should be written off with parliamentary approval 
as a cost of exchange management. (See paragraphs 89 and 400 of this Report.) 


274. Foreign exchange reserve accounts—Exchange Fund Account—Special Draw- 
ing Rights. Special drawing rights are issued to countries participating in the Special 
Drawing Account established under the Articles of Agreement of the International 
Monetary Fund, as a supplement to existing foreign exchange reserves. A special 
drawing right (SDR) is equivalent to .888671 gram of fine gold and at March 31, 
1972, the value of an SDR in terms of the Canadian dollar was $1.083. 


Canada’s allotment of special drawing rights is recorded both as an asset, in the 
form of an advance to the Exchange Fund Account, and as a liability of the same 
amount on Canada’s Statement of Assets and Liabilities. At March 31, 1972, this 
recorded amount was $370,279,000. However, Canada’s allotment at that date was 
SDR 358,620,000 which at the SDR valuation of $1.083 amounted to $388,385 ,000. 
Therefore, the value of Canada’s allotment of special drawing rights was understat- 
ed both as an asset and as a liability by $18,106,000 at March 31, 1972. 


275. Foreign exchange reserve accounts—Canada’s subscription to capital of the 
International Monetary Fund. The quotas of member countries in the International 
Monetary Fund, formerly expressed by the Fund in United States dollars, have been 
expressed in special drawing rights since March 20, 1972. 


In order to maintain Canada’s quota at the equivalent of SDR 1,100,000,000 
which is $1,191 ,300,000 Canadian, a further payment of $55,357,000 was required. 
This amount was not settled until after the year-end and therefore Canada’s quota 
at March 31, 1972, was held by the International Monetary Fund as follows: 


Gord -andiconvertibleccurrenielesce vie nae eee See Maths at outa amr eee, unten $ 373,831,000 
Canacdiareuirency 40 cae Get ee ee. Fry PC) Ge tee bytay et Ke ok do re Ay 8 9E) 12,112,000 
NiGienterest- Dearing NOLES ume as ecw atc aes eee eae aces We Ce ee 750 ,000 000 
Payable by Canada to International Monetary Fund................. ccc ceeee veces 55,357,000 


$ 1,191 ,300,000 


Canada’s investment in the Fund is recorded under ‘‘Foreign Exchange Reserve 
Accounts” at an amount of $1,141,327,000 at March 31, 1972, which together with the 
$55,397,000 owed to the International Monetary Fund at the year-end, totals 


COMMENTS ON ASSETS AND LIABILITIES 225 


$1,196 684,000 or $5,384,000 in excess of the value of the quota. This difference, which 
is the result of a decrease in the market value of the Canadian dollar in terms of 
SDR, should be written off as an expense. 


276. Social security accounts—Unemployment Insurance Account—Advances. Sec- 
tion 137 of the Unemployment Insurance Act, 1971, 1970-71-72, c.48, provides that 
where the amount standing at the credit of the Unemployment Insurance Account 
in the Consolidated Revenue Fund is not sufficient for the payment of benefits and 
costs of administration under the Act, the Minister of Finance, when requested by 
the Commission, may authorize the advance to the Unemployment Insurance 
Account from the Consolidated Revenue Fund of an amount sufficient to meet the 
payments required to be made in the operation of the Act. 


Pursuant to this section $183,630,000 was advanced and recorded as an advance 
to the Commission at March 31, 1972. However, the crediting of this amount to the 
Account resulted in a credit balance of $36,897,000 which is shown as a liability on 
the Statement of Assets and Liabilities of Canada. The net of these amounts, 
$146,733,000, represents the deficit in the Account and in our opinion is the amount 
that should have been advanced under section 1387 of the Act. 


The amount of $183 630,000 recorded as an advance to the Commission at March 
31, 1972, differs from the amount of $161,782,000 shown in the financial statements 
of the Unemployment Insurance Commission at that date because of: 


The net cost of benefits to fishermen in the period June 27, 1971, to March 31, 1972, 
recorded by the Receiver General as advances to the Commission whereas they are 
actlaliviexpenditures ander section 146 of the Actua. e405 Bees. 3 dak $ 14,977,000 
An adjustment in April 1972 of a March advance to the Commission recorded by the 
Receiver General as a 1971-72 transaction and by the Commission as ,a 1972-73 
EVA USAC PIO MG EN Pee ee een he Sere Fe ec el aed hatte Miglin ae Aye ot oo ae re Bae EI ae a ra 6,871,000 


$ 21,848,000 


277. Advances, loans and investments—Domestic—Loans to, and investments in, 
Crown corporations—Atomic Energy of Canada Limited. Included in the loans to, and | 
investments in, Atomic Energy of Canada Limited totalling $617 million are the 
following loans, exclusive of accrued interest, relating to construction of nuclear 
power stations at: 


PACK CTU AI ihe sie sas Sie Giese eaten eat ae ne EA ee este del one eae $ 106,452,000 
MOTI ACUI rete incest estate er Sara ryt ast Soa eieh ai hate ote ate bene oih ve Mucus coateta tact Bale 81,700,000 
Wore lagaOitien MU Mie ae can ae ei tah Gite eee BORO Mi RO Guha e hae Oe Mra anne ig Nes 69,945,000 


The Company’s portion of the cost of the Pickering nuclear power station is 
expected to be recovered from the Hydro-Electric Power Commission of Ontario but 
this is dependent on the success achieved in the operation of the station. 
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After the Gentilly nuclear power station has been established to be a safe and 
dependable source of power, it is to be sold to Quebec Hydro-Electric Commission at 
a price calculated to make the estimated future cost of energy produced equal to 
that from a fossil-fired conventional thermal generating station. Whether the sale 
price will be sufficient to permit the Company to repay the loans remains to be 
determined. 


Originally the Douglas Point nuclear power station, which had been constructed 
earlier, was to be sold to the Hydro-Electric Power Commission of Ontario under an 
arrangement similar to that for the Gentilly station. However, the role of the 
Douglas Point station in the next few years is to be altered in that, in addition to 
producing electricity for the Hydro-Electric Power Commission of Ontario, it is to 
produce steam for the Bruce heavy water plant. Thus, although the contract with 
the Commission for the sale of the plant is still in effect, 1t is not known when, if 
ever, the sale is to take place or when the loans will be repaid. The station earned 
revenue of $5.3 million in 1971-72 from the sale of electricity but incurred an 
‘operating loss of $2.5 million exclusive of depreciation. If anticipated reductions in 
future operating costs and increased revenue from the sale of steam are achieved, 
any excess of revenue over operating costs is to be applied as repayment of the 
loans. 


278. Advances, loans and investments—Domestic—Loans to, and investments in, 
Crown corporations—Canadian Commercial Corporation. In carrying out its function 
of making purchases in Canada on behalf of customers in the United States, the 
Canadian Commercial Corporation employs United States dollar working capital 
which amounted to US$12,767,000 at March 31, 1971, and US$10,767,000 at March 31, 
1972. The decline in the value of the United States dollar in 1970-71 resulted in an 
exchange loss of $830,000 on this working capital. After applying previous exchange 
profits of $52,000 a net loss of $778,000 remained at March 31, 1971. A further drop in 
the value of the United States dollar in 1971-72 resulted in a further exchange loss of 
$132,000, bringing the total loss to $910,000. That portion of the loss, $146,000, 
applicable to US$2,000,000 disposed of during the year was charged to Supply and 
Services Vote 20b through the Corporation’s Reserve for Contingencies (see para- 
graph 211 of this Report), leaving an unabsorbed loss of $764,000 at the year-end. 


The Crown’s working capital advances of $15,500,000 to the Corporation are 
impaired by this unabsorbed loss of $764,000 and, as the Corporation’s operating 
costs are provided for by parliamentary appropriations, we are of the opinion that 
an appropriation should be sought to cover it. 


279. Advances, loans and investments—Domestic—Loans to, and investments in, 
Crown corporations—National Harbours Board. The loans to the National Harbours 
Board which are included in the Statement of Assets and Liabilities of Canada 
amounted to $273,502,000 at March 31, 1972, and are identified with individual 
harbours and bridges as follows: 
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Montreal— 
LAE Se 2 Pele ree te eae Gee Rie eR ee eens os te eee ds sek ke te $ 142,465,000 
RO RGR DS et A LL nee ae etree ens orccr ain Wl et OE ECS co 5'e 5 roche ES goa babi adi 52,177,000 
| DC ien ALU Cl MOP stn Oe cc os ha Cre eee eee he eee ee eae . 7,576,000 
202,218,000 
| Vancouver— 
TEU Peer tee Ae ae ety Mel ct) halk Dee Umer Maye Be go gr Maes Sie es 45 ,968 ,000 
utero nich, Crossing engineering StUGICS .05 445,00 00. hs 650% oss tee aes aes ed 4,273,000 
50,241,000 
Salt OO ler aroour Dray e AULHOLILY so.75-ca awrwir eG eas ws oh Loans oer ee 15,156,000 
Veh Laos w esa tg (aly Ba) pia eB eat dhl ae See oe bee en ERE ch PRBS <paiae ae eP oN 3,046,000 
PCO CUNE NE. elk fie OES RRR eae RIS Oe tet de Ch eee eases ee 2,341,000 
$ 273,502,000 
This total reflects a net increase of $3,263,000 during the year comprising 
additional loans of $3,378,000 and repayments of $115,000 as follows: 


Additional loans— 


| Vancouver: 
) Be AT DOUIT: Face. SORRELL AN. Pa iecd EVER ERR ALS Shia et Mea a RR LB. BARS ae $ 2,000,000 
) Ducat niet Crossing engineering studless. 0s-< hh cis yn hs sds rk © studio aeons 278,000 
| Ree a le ee ELEN 7 tote AO co PIS ae rap ad AR Wigs tala ie eR aee DUE IVAW ON CF 1,100,000 
3,378,000 

Repayments— 

WA Oly et — El aTDOUr Mane ene cigene: ooh ees Aree outs obstacle d ets Sanna eet obec ea 11,000 
Sat FON Me AroONr Tagen ULNOTILY. Secs ore te ae as oe eee At Se eek cee eam 40 ,000 
Pea ie Neier yes, Poth) oak. ARE te Ob CAL Moet CPN L Aes be A ook sean Ree 54,000 
BORAT CY, ek Oe eS io OAs MR ARs By cc Mk eR: fs als Pei Maile thls aig 10,000 
115,000 
$ 3,263,000 


In addition to the loans included in the Statement of Assets and Liabilities, 
there are loans totalling $139,901,000 which have been written off to net debt. These 
loans were made with respect to the following: 


UCD COE ite Spt ere. Ub ken oe MS, Slee bt oti cat na Nat Oork 04 wit.g eds ed eee Mee $ 52,075,000 
Tey MRIS Ca) OFT eet Frets at echt dl. Sel Oe hs ele Mek ated) Rh ada oN gia ee RF OI eta aA aM A Ar a roe tyr 34,770,000 
Rariex 1. bd SP ee ore as A eae: Pe eet SUA ey Tika ee aie tubes ac Richton bea ee eer 29,891,000 
CTCL GPs AEN eee gee aE One eae MN ae Meare OREN Shara eer te "e ET k Ur 8,857 ,000 
MGniTeH ss ACES We AIMEE DING PCr eset vera tae tec ees a Cel we tats Ohl ities ween ee 6,490 ,000 
ELOISEEC Ly COLES Ne ets hy ee eee ae eee ee AEN So on Siar Se ee GS 3,988 ,000 
OO) AL TRPOTT LATE ae klar age Per eP React Feo rca ORE EE ER he NB GEIR s iY Ae ER RC MEN, cr SNE ORRT hI MORES, EF 3,830,000 

$ 139,901,000 


In addition to the principal amounts of the loans which total $413,403,000, 
interest unpaid to December 31, 1971, amounted to $165,442 ,000. 


Interest is payable semi-annually at rates varying from 2 3/4% to 8 1/2% but, 
although there are certificates of indebtedness, no dates for repayment of principal 
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are specified except in the case of two loans made in 1970 and three loans made in 
1971. It appears that repayment of the principal is dependent on the individual 
harbours making profits after payment of interest. 


During the year interest totalling $17,149,000 became due, and interest pay- 
ments of $2,751,000 were made by the Board with respect to the Belledune, Trois- 
Riviéres, Halifax and Vancouver Harbours, the Champlain Bridge and the Saint 
John Harbour Bridge Authority. 


In previous Reports we have pointed out that there is little prospect of the 
Board being able to meet its principal and interest obligations and have recom- 
mended that the financial structure of the Board be reconstituted. In February 1967 
the Public Accounts Committee, in its Twelfth Report 1966-67, commented as 
follows (see Appendix 1, item 24): 


The Committee is concerned that there appears to be little prospect of the Board being in a 
position to meet its principal and interest obligations and recommends that the financial 
structure of the Board be reconstituted. In this connection it was pleased to receive assurances 
that this matter will be dealt with by the Department of Finance and the Board within the 
next twelve months. 


The financial structure of the Board was not reconstituted as the proposals made by 
the Department of Finance were not acceptable to the Board. The matter has since 
been left in abeyance. On May 138, 1971, the Public Accounts Committee discussed 
the matter with officers of the Board and the Canadian Marine Transportation 
Administration but no further recommendation was made by the Committee. 


280. Advances, loans and investments—Domestic—Loans to, and investments in, 
Crown corporations—The St. Lawrence Seaway Authority. Outstanding loans to The 
St. Lawrence Seaway Authority at March 31, 1972, totalled $588,150,000 Gncluding a 
temporary interest-free loan of $2,500,000 to finance a portion of the Welland Canal 
deficit) and unpaid interest, $91,579,000. 


Included in these amounts are loans in respect of construction of the Montreal— 
Lake Ontario Section which amounted to $338,900,000 and unpaid interest of 
$73,147,000. Section 17 of the St. Lawrence Seaway Authority Act, R.S., c. S-1, 
requires that the tolls provide sufficient revenue to defray the cost of operations 
including interest and repayment of the capital indebtedness over a period not 
exceeding fifty years. The original terms of these loans called for the payment of 
interest only, in the first three full years of operation and thereafter payment of 
annual amounts sufficient to amortize all loans and interest thereon over a period of 
forty-seven years ending December 31, 2009. These terms have subsequently been 
amended and now provide that the loans, together with interest, are to be repaid in 
such amounts each year as the cumulative net profits of the Section, before 
amortization of the loan principal, will permit. Unpaid interest bears interest until 
paid and the statutory requirement that the principal and interest are to be fully 
paid by December 31, 2009, remains. 
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Officers of the Authority have calculated that the annual toll revenue required 
by the Authority, if it is to meet the statutory requirement that its indebtedness be 
amortized over a period not exceeding fifty years, would be $35 million based on 
1971 costs. The actual toll revenue in 1971 was $20 million. Since the opening of the 
Seaway in 1959 no repayment of principal has been made, and interest totalling $73 
million remains unpaid. 


Loans made for capital improvements to the Welland Canal aggregated $246,- 
750,000 of which $72,500,000 is interest-free. The remainder, $174,250,000, which has 
been loaned since September 22, 1966, bears interest. Interest is accrued in the 
accounts but does not become payable until December 31 of the year in which the 
Minister of Transport determines that each modernization project is completed, at 
which time the terms of principal repayment for the loans are to be determined by 
the Governor in Council. Accrued interest to March 31, 1972, amounted to $18,432 ,- 
000. In recent years the Welland Canal has had an annual operating deficit 
exceeding $7 million before providing for interest or payment of the loans. 


It is extremely unlikely that the Authority will ever be able to repay its capital 
indebtedness. 


281. Advances, loans and investments—Domestic—Loans to, and investments in, 
Crown corporations—Uramum Canada, Limited. Energy, Mines and Resources Vote 
Lilc, Appropriation Act No. 1, 1971, 1970-71-72, c.25, provided $29.5 million for the 
acquisition in the fiscal years 1970-71 to 1974-75 of uranium concentrates under 
contracts with Denison Mines Limited. Uranium Canada, Limited, a Crown corpora- 
tion, was incorporated in June 1971 pursuant to section 10 of the Atomic Energy 
Control Act, R.S., c. A-19, initially to act on behalf of Canada with respect to the 
acquisition and future sales of a stockpile of uranium concentrates to be established 
under a joint venture agreement with Denison Mines Limited. The Crown 1s to hold 
a 76% interest in the stockpile. Disbursements have been recorded erroneously as 
loans to Uranium Canada, Limited. 


To March 31, 1972, 2,484,000 lbs. of uranium concentrates had been stockpiled at 
a cost to the Crown of $11,396,000 for its 76% interest in the stockpile. 


282. Advances, loans and investments—Domestic—Loans to provincial govern- 
ments—Loans to assist in the creation of employment. Finance Vote L13c, Appropria- 
tion Act No. 1, 1971, 1970-71-72, c.25, provided $160 million for loans to provinces, 
provincial agencies and municipalities in 1970-71 and 1971-72 for the purpose of 
assisting in the creation of employment in areas where the number of unemployed 
workers was in excess of 4% of the labour force in the six-month period ending 
December 31, 1970. Loans amounting to $141 million have been made to nine 
provinces of which $50 million with respect to projects in progress is secured by 
interim demand notes bearing interest at rates from 5.388% to 6.91%. The remaining 
loans amounting to $91 million are with respect to completed projects. These are 
secured by debentures which bear interest at from 6.12% to 7.54%, and are repayable 


230 REPORT OF THE AUDITOR GENERAL — 1972 


over periods of from 8 to 20 years. The interest rates for both notes and debentures 
are those which were applicable to the Canada Pension Plan Investment Fund at 
the time the loan was made. 


Finance Vote L19a, Appropriation Act No. 4, 1971, 1970-71-72, c.58, provided 
$160.5 million for the Federal-Provincial Employment Loans Program 1971 under 
which loans may be made for capital development projects in 1971-72 and 1972-73 for 
the purpose of assisting in the creation of employment in the provinces. At March 
31, 1972, loans of $8 million had been made to New Brunswick and $2 million to 
British Columbia. The appropriation provides for forgiveness of that portion of the 
principal amount of the loans that is equal to 75% of the normal direct on-site 
payroll costs of capital development projects incurred and paid before June 1, 1972. 
These loans are secured by interim demand notes pending completion of the projects 
at which time debentures will be obtained for the portions of the notes which are not 
forgiven. These portions bear interest at from 6.2% to 6.51%, the rates applicable to 
loans made by the Canada Pension Plan Investment Fund. No provision has been 
made in the accounts for the portion of the loans which it is estimated will be 
forgiven. Such a provision would have involved a charge to expenditure in the year. 


283. Advances, loans and investments—Domestic—Loans to provincial govern- 
ments—Agricultural service centres. Regional Economic Expansion Vote L25, Appro- 
priation Act No. 3, 1971, 1970-71-72, c.46, provided funds for loans to provinces under 
agreements made with the approval of the Governor in Council for the development 
of community and industrial infrastructure. 


Pursuant to section 5 of the Department of Regional Economic Expansion Act, 
R.S., c.R-4, and under the authority of Order in Council P.C. 1971-4/838 dated May 
4, 1971, a cost-sharing agreement was entered into with the Province of Manitoba 
under which the Prairie Farm Rehabilitation Administration is responsible for the 
construction of additions and improvements to the City of Brandon’s water, sewer 
and storm drainage systems at a cost not to exceed $2.4 million. 


Canada’s financial assistance is by way of a contribution of 50% of the cost from 
Regional Economic Expansion Vote 5—Capital and a loan of 50% from Vote L25. 
The balance of $218,000 in this account at March 31, 1972, represents the loan 
portion of the moneys advanced. Loans are repayable over 20 years with interest at 
rates applicable to loans to Crown corporations. 


284. Advances, loans and investments—Domestic—Loans to provincial govern- 
ments—Advances and loans pursuant to special areas agreements. Regional Economic 
Expansion Vote L25, Appropriation Act No. 3, 1971, 1970-71-72, c.46, provided funds 
for loans to provinces under agreements made with the approval of the Governor in 
Council for the development of community and industrial infrastructure. 


Pursuant to section 8 of the Department of Regional Economic Expansion Act, 
R.S., c. R-4, and with the approval of the Governor in Council, agreements have 
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been entered into with the Provinces of Newfoundland, Nova Scotia, New Bruns- 
wick, Quebec, Manitoba, Saskatchewan and Alberta, in respect of designated special 
areas covering projects for infrastructure of various types which are financed by 
Canada through contributions, loans or a combination of both. 


Advances made under these agreements represent payments to provinces on 
uncompleted projects. When the project is completed interest accrued is capitalized 
and converted, along with the funds advanced, into a loan repayable within thirty 
years. 


At March 31, 1972, advances totalling $67,247,000 were outstanding as follows: 


RYN Be 0 8 aoe lc ev Rae ape tale. By Site ota si ARRAN, eR SU OA Ont cab Pema de eisai ley are $ 32,144,000 
Pe WMOrUTS Wick 60h, trey dhe on ead ee lee rye 3. eye PANES eRe eh sae ree Rosd oat ee 12,102,000 
EOC AC mee mee See ook a sete on Cree ode ke avd tte GEA cea A GEA One 9,631,000 
ONEEL FELISOG 6 logy gala RN ed eae tos 2 i ad Mae EA AE RON A 8,691,000 
Rye HCO omepera thy Genes so hual A. ch limite: . RR er act Aree flog bike kee © oe te ee aahaes hove hed: 1,919,000 
eMC ene a ean tn ele oe oe a aI ae Bre te Meta aaGe Epa Lee GOL. Re 1,643,000 
SHES UID SEN? ht Ih cop ii ne ee Tee ne ee en COS aD COR RE Le vs) O 1,117,000 


$ 67,247,000 


During the year projects were completed in the Provinces of Quebec, New 
Brunswick and Newfoundland, and the associated advances were converted into 
loans totalling $1,585,000 at March 31, 1972, as follows: 


Ete rai Aha Saga 9 3) oe a PR Sd rh tht PE PAT TEEe SE iM e alate Cis suas eR eee $ 1,115,000 
ormroTTs wick ear seck) eis. AS eta Rael e SPRUE 2 ee 2a ec RAO so SL ee 319,000 
De O MCh st SEE a deo hce coral tates a Sad se cd Se AS oe i ke Sey ee se a 151,000 

$ 1,585,000 


285. Advances, loans and investments—Domestic—Miscellaneous—Investment in 
shares of Telesat Canada. Telesat Canada was incorporated by the Telesat Canada 
Act, R.S., c. T-4, to establish satellite teleecommunication systems providing, on a 
commercial basis, telecommunication services within Canada. Section 10(2) of the 
Act provides that the shares of the Company shall be issued among Canada, 
approved telecommunications common carriers, and persons who fulfil the statutory 
conditions. Section 40 of the Act limits Canada’s investment to $30,000,000. 


At March 31, 1972, the Company had issued 6,000,001 common shares without 
nominal or par value for a consideration of $10 per share. Canada had acquired 
3,000,000 of these for an amount of $30,000,000. 


The Company’s fiscal year ends on December 31 and copies of its financial 
statements and auditor’s report are required by section 37 of the Act to be laid before 
Parliament by the Minister of Communications. A firm of chartered accountants 
appointed by the shareholders is the auditor of the Company. 
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286. Advances, loans and investments—Domestic—Miscellaneous—Dominion Coal 
Company Limited. In previous Reports (paragraph 265 in 1971) we have drawn 
attention to arrears of principal and interest on loans made under the provisions of 
the Coal Production Assistance Act, 1949, c.29, administered by the Department of 
Energy, Mines and Resources. 


Particular reference was made to loans totalling $7,261,000 made to the Domin- 
ion Coal Company Limited in the period November 1950 to July 1963. These loans 
have been in default since December 31, 1964 and the principal still owing amounts 
to $4,522,000. Interest in default at March 31, 1972, amounted to $833,000. 


Certain of the Company’s operations and properties were taken over by the 
Cape Breton Development Corporation, a Crown corporation, in 1968, for which a 
settlement of $14,654,000 was agreed to late in 1972. (See paragraph 77 of this 
Report.) We understand that the final payment will take into consideration loan 
principal and interest in default. 


287. Advances, loans and investments—Domestic—Miscellaneous—Hydro Quebec 
Research Institute. Under the terms of an agreement between Canada, Quebec and 
the Quebec Hydro-Electric Commission, Canada will lend to Hydro Quebec a 
maximum of $17,500,000 over the four years ending in 1973-74 to assist in the 
construction and operation of the Hydro Quebec Research Institute. The loans are 
to be repaid in 25 equal annual instalments comprising capital and interest, the first 
payment being due March 31, 1975, or one year following the date of the final loan, 
whichever comes first. During 1971-72 additional loans totalling $2,500,000 were 
made to Hydro Quebec at an interest rate of 7 1/2% under authority of Energy, 
Mines and Resources Vote L10, Appropriation Act No. 3, 1971, 1970-71-72, c.46. A 
total of $13,400,000 had been loaned at March 31, 1972. 


288. Advances, loans and «wnvestments—Domestic—Miscellaneous—Emergency 
loans to fishermen. As indicated in paragraph 268 of our 1971 Report, Fisheries and 
Forestry Vote L6a, Appropriation Act No. 4, 1970, 1970-71-72, c.4, provided $1,834,- 
000 for: 


Loans to commercial fishermen and fish plant workers in accordance with agreements with the 
provinces, for the purpose of income maintenance during the 1970-71 fishing season because of 
closure of the fishery due to mercury pollution. 


The arrangements were that the provinces would administer the program and 
Canada would pay one-half of the amount of the loans made and share equally the 
net amounts recovered. The agreement with the Province of Manitoba also provided 
for assignment to the Province of an eligible participant’s right to sue the party 
allegedly responsible for the pollution, while Quebec and Saskatchewan agreed to 
ensure that legal steps would be taken against polluters when and if such action were 
feasible. 


i 
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Last year we expressed the opinion that the amounts disbursed were not loans to 
fishermen but were instead payments to provinces of 50% of the provincial disburse- 
ments under an assistance program and as such, should have been charged to 
expenditure rather than being set up as current assets on the Statement of Assets 
and Liabilities. We also questioned whether Vote L6a provided authority for the 
payments in the circumstances. 


There was no change in the situation during the year, with the exception that 
further outlays totalling $76,000 were made to the Province of Quebec. This brought 
the expenditure under the authority to $1,372,000, distributed as follows: 


Number 
of loans Amount 


AVANTE UCSC OARS ee. ee RON he ee eae TR re AB ee Cnn mn, Neto ee 1,088 $ 952,000 
VUE ead eters os tay EEN ES ns EP teks Bs Su Ahecds Ske a bes AMOR Rshon ch 376 218,000 
RO ae Otel WSs NOE TON Bey cuttt COTA T ices ee AL URE emf cole 125 193,000 


PDAS GECEICW LIL G25. See RTA Oe eno ie Abe LRN Recued See BU kes US re Beau pees 63 9,000 


1,602 $ 1,372,000 


These “loans” do not meet the criteria of being readily realizable or revenue- 
producing which, according to the explanatory statement appearing in the introduc- 
tion to the Public Accounts, are followed in the preparation of the Statement of 
Assets and Liabilities. (See paragraph 256 of this Report.) 


289. Advances, loans and investments—Domestic—Miscellaneous—Loans to 
ground-fish processors. Fisheries and Forestry Vote L32b, Appropriation Act No. 1, 
1969, 1968-69, c.23, authorized loans in the current and subsequent fiscal years to 
assist processors of ground-fish in Canada, who are unable to obtain sufficient 
financing on reasonable terms from other sources, to maintain raw fish prices at the 
1966-68 level. The loans are available in an amount not exceeding the total of 
deficiency payments received by the processor from the Fisheries Prices Support 
Board in 1968. No repayment of the principal amount of the loan is required for five 
years and payment of the interest may also be deferred for a like period. At the end 
of that time the loan becomes payable in accordance with terms agreed upon when it 
was made, within a maximum repayment period of ten years. 


During the year principal payments of $258,000 were received, of which $174,000 
represented full repayment of one loan. There were 40 loans totalling $3,317,000 
outstanding at March 31, 1972. 


290. Advances, loans and investments—Domestic—Miscellaneous—Investment in 
shares of Canada Development Corporation. The Canada Development Corporation 
was established by the Canada Development Corporation Act, 1970-71-72, c.49, 
which came into force on November 18, 1971. The Act stipulates that the Corpora- 
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tion is not an agent of Her Majesty or a Crown corporation within the meaning of 
the Financial Administration Act. The objects of the Corporation are: to assist in 
the creation or development of businesses, resources, properties and industries of 
Canada; to expand, widen and develop opportunities for Canadians to participate 
in the economic development of Canada; to invest in the shares or securities of any 
corporation owning property or carrying on business related to the economic inter- 
ests of Canada; and to invest in ventures or enterprises, including the acquisition of 
property, likely to benefit Canada; and shall be carried out in anticipation of profit 
and in the best interests of the shareholders as a whole. 


The Corporation’s authorized share capital consists of 200 million common 
shares without nominal or par value and preferred shares to a value of $1,000 
million.-The net asset value of the common shares is the value on the date of issue as 
determined in accordance with Schedule II of the Canada Development Corpora- 
tion Act. 


The following is a summary of Canada’s acquisitions of shares of the 
Corporation: 


Number of 
common Price per 

Date shares share Investment 
INOVEINUEr 107 Late eee Mme eset oe FINE, Chee ee ye as 2,500,000 $ 10.000 $ 25,000,000 
are EOL: Ae eee nen ee GE cate Ae dey, SAD ee ab ad te 2,478,437 10.087 25,000,000 
UVa Oe. .nietet ROR eG ce NON Pay Sie i oh Hey ede i Me eA 6,141,654 10.095 62,000,000 
November sc vista end. ee Es RRS ee ee Re era 2,474,023 10.105 25 ,000 ,000 
PA ACY OL Se OU ie el Oe Carat Maeno 4,916,421 10.170 50,000,000 
18,510,535 $ 187,000,000 


On July 31, 1972, Canada sold Polymer Corporation Limited to the Corporation 
for an immediate base price of $62 million plus an additional payment, not 
exceeding $10 million, based on profit performance in 1973 and 1974 with respect to 
its rubber, latex and plastic operations, receiving 6,141,654 common shares of 
Canada Development Corporation in settlement of the $62 million base price. Any 
balance of the sale price will be settled by cash or the issuance of additional shares 
of the Corporation, at the option of the Minister of Finance. 


291. Advances, loans and investments—Domestic—Miscellaneous—Saint John 
Harbour Bridge Authority. In July 1966, with the approval of the Governor in 
Council, Canada entered into an agreement with the Province of New Brunswick, 
the City of Saint John -and the Saint John Harbour Bridge Authority for the 
financing, construction and operation of a toll bridge across the harbour at Saint 
John, N.B. 


Subsequently, under authority of Vote L106b, Appropriation Act No. 7, 1967, 
1967-68, c.8, Canada advanced $15,250,000 to the National Harbours Board to enable 
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it to purchase debentures issued by the Authority to finance the cost of constructing 
the bridge. Additional loans of $3,800,000 were made direct to the Authority through 
the Municipal Development and Loan Board, of which $950,000 has been forgiven 
pursuant to the Municipal Development and Loan Act, 1963, c.13. These loans bear 
interest at rates between 5 1/4% and 8 1/2% and are repayable over a period of 50 
years. 


It was anticipated that in the initial years the cost of operation would exceed 
the revenue from tolls and accordingly Vote L10le, Appropriation Act No. 4, 1966, 
1966-67, c.6, provided a total of $10 million for advances to the Authority in each 
fiscal year, based on the difference for the year between the operating and financing 
costs of the toll bridge and the actual revenue of the Authority, as determined 
pursuant to the agreement. These advances are repayable when the actual revenue 
of the Authority for a fiscal year exceeds the amount of the operating and financing 
costs for such year. At March 31, 1972, a total of $3,961,000 had been advanced to the 
Authority to cover the excess of operating and financing costs over revenue. Interest, 
at rates from 5 7/8% to 8 1/2%, is charged on portions of these advances. 


Altogether Canada has advanced a total of $23,011,000 to the Authority of 
which $180,000 has been repaid, and $950,000 has been forgiven by the Municipal 
Development and Loan. Board, leaving a total owing to Canada at March 31, 1972, 
of $21,881,000 plus deferred interest of $14,000. The loans making up this total have 
been recorded under three separate headings in the schedules to the Statement of 
Assets and Liabilities of Canada, as follows: 


Advances, loans and investments—Domestic— 
Loans to, and investments in, Crown corporations: 


Nation AnH arpourss boarder. of heat. ofr iemeee os cok ad 2b Sy pene ees $ 15,156,000 
Municipal Development and Loan Board— Advances ............00ccceeeceeeeeenees 2,764,000 
Miscellaneous: 

Department of Finance— 

PA GLY AVA COS Weel wie hes es Oe NAS Ri seek ea bi, lath ages tlh, his se aces ar ante ied nes ee 3,961,000 
Delerred i terestert. tee ee ee ee ee ee eee hae ues 14,000 
3,975,000 

$ 21,895,000 


The excess of the operating and financing costs of the Authority over its 
revenue is due solely to the requirement that there be annual payments of principal 
and interest on loans from Canada. These payments which totalled $4,732,000, 
comprising interest of $4,552,000 and principal of $180,000, were financed to the 
extent of $771,000 from Authority revenue. The balance of $3,961,000 was advanced 
by the Department of Finance to enable the Authority to meet interest and 
principal repayments on the two other government loans. These two loans thus 
appear to be revenue-producing assets which are being reduced by regular payments 
whereas in fact they are not, and a parliamentary appropriation of funds is 
necessary to permit the recording of interest and principal payments. 
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292. Advances, loans and investments—Domestic—Miscellaneous—Eskimo Loan 
Fund. Resources and Development Vote 546, Appropriation Act No. 3, 19538, 1952-58, 
c.54, authorized a special account in the Consolidated Revenue Fund to be known as 
the Eskimo Loan Fund from which, under conditions approved by the Treasury 
Board, loans or investments might be made to or in respect of individual Eskimos or 
groups of Eskimos to promote commercial activities. The total amount chargeable to 
the Fund has been progressively increased from $50,000 to $800,000. 


The purposes of the original authority were extended in 1954-55 and 1963-64 to 
cover loans with respect to housing. However, this became inoperative with the 
introduction of Indian Affairs and Northern Development Vote L5la, Appropria- 
tion Act No. 7, 1967, 1967-68, c.8, which authorized loans and advances to Eskimos 
through the Indian Housing Assistance Account, on the same terms and conditions 
as to Indians. 


The conditions approved by the Treasury Board provided for an Eskimo Loan 
Fund Advisory Board to assist in the administration of the Fund, for the granting of 
loans up to a maximum of $50,000 and for the repayment of the loans, together with 
interest at 5% per annum, within 20 years. Also set out were the circumstances under 
which the repayment period might be extended. During the year new conditions 
provided for two Advisory Boards, one having Jurisdiction in the Northwest Territo- 
ries and the other in the rest of Canada. These new conditions also require 
repayment within five or ten years, together with simple interest at 5% a year. No 
extension of the time for repayment can be granted to a date that is more than 15 
years from the commencement date of the loan without the approval of the 
Treasury Board. 


The balance of the Fund at March 31, 1972, $569,000, represented 71 loans, 
including 9 new loans made during the year with outstanding balances of $193,000 at 
that date and 56 loans which were in arrears to the extent of $199,000. Four loans 
amounting to $4,000 were written off during the year under authority of section 18 
of the Financial Administration Act. 


293. Advances, loans and investments—Domestic—Miscellaneous—Indian Associa- 
tion of Alberta. Indian Affairs and Northern Development Vote L19b, Appropriation 
Act No. 1, 1972, 1972, c.1, authorized a loan of $191,000 to the Indian Association of 
Alberta to enable the Association to meet its operating deficit for 1971-72. Although 
not disclosed in the Vote text, the loan had already been made from Treasury Board 
Vote 5—Government Contingencies. 


In accordance with prior arrangements, a Fitness and Amateur Sport grant of 
$75,000 made to the Association by the Department of National Health and Welfare 
was applied towards reduction of the loan, leaving a balance of $116,000 outstanding 
at the year-end. 


The loan is interest-free and repayable over a period of five years. (See 
paragraph 96 of this Report.) 
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| 294. Advances, loans and investments—Domestic—Miscellaneous—Indian Econom- 
ic Development Account. Indian Affairs and Northern Development Vote L53b, 
_ Appropriation Act No. 1, 1970, 1969-70, c.24, authorized, for the purposes of econom- 
ic development of Indians, the making of loans in the current and subsequent fiscal 
years to Indians, groups of Indians or Indian bands, or to individuals, partnerships 
or corporations, the activities of which contribute or may contribute to such develop- 
ment. The governing regulations make provision for financial assistance, without 
the approval of the Treasury Board, in the form of direct loans, repayment of which 
is required within 15 years, and loan guarantees, provided all amounts outstanding 
with respect to any one borrower do not exceed $500,000. The total amount that may 
be outstanding at any time under the Account was increased from $11,050,000 to 
~ $19,050,000 by Indian Affairs and Northern Development Vote L15, Appropriation 
- Act No.3, 1971, 1970-71-72, c.46. 


The balance of the Account at March 31, 1972, $6,356,000, represented 1,227 
loans, including 226 new loans made during the year with outstanding balances of 
$1,545,000 at that date. 


During the year nine loans amounting to $14,000 were written off under 
authority ‘of section 18 of the Financial Administration Act and Indian Affairs and 
Northern Development Vote 5b, Appropriation Act No. i, 1972, 1972, c.1. Payments 
were past due at March 31, 1972, to the extent of $1,480,000 involving 962 loans. 


295. Advances, loans and investments—Domestic—Miscellaneous—Indian Housing 
Assistance Account. Northern Affairs and National Resources Vote L5la, Appropria- 
tion Act No. 9, 1966, 1966-67, c.55, authorized loans and advances to Indians for the 
construction of houses in areas other than Indian reserves, and the forgiveness of 
repayment of a loan or any part thereof. The Appropriation also authorized the 
establishment of a special account in the Consolidated Revenue Fund to be known 
as the Indian Housing Assistance Account, to which the loans and advances would 
be charged and amounts repaid or forgiven would be credited. The total amount 
chargeable to the Account at any time, after deduction of all outstanding advances, 
has been progressively increased to $5,500,000. 


By items in various Appropriation Acts, the purposes of the Vote were extended 
in 1966-67 to cover the acquisition of houses and land, in 1967-68 to include Eskimos, 
and in 1971-72 to embrace repairs or improvements to houses at time of purchase. 


The governing regulations provide for loans of up to $10,000, secured by a 
mortgage for a term not exceeding ten years. 


The balance of the Account at March 31, 1972, $4,977,000, represented 609 loans 
with outstanding balances of $4,052,000, advances of $904,000 with respect to some 
145 loans, and payments of $21,000 made to protect the Department’s interest in 
certain loans. During the year recoveries totalling $70,000 were effected in connec- 
tion with 17 loans and 4 loans amounting to $14,000 were written off, while 
repayments totalling $360,000 and affecting 410 loans were forgiven. 
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Inasmuch as the policy is to forgive the entire loan over a period of 10 years, 
provided the person being assisted fulfils his obligations, the loans are not assets 
within the accounting policy quoted in paragraph 256 of this Report. They should 
therefore be offset by an adequate reserve for forgiveness. 


296. Advances, loans and investments—Domestic—Miscellaneous—Indian housing 
loans—Central Mortgage and Housing Corporation. Indian Affairs and Northern 
Development Vote L49c, Appropriation Act No. 9, 1966, 1966-67, c.55, authorized the 
establishment of a special account in the Consolidated Revenue Fund from which 
might be advanced in the current and subsequent fiscal years, to the Central 
Mortgage and Housing Corporation, amounts to cover the losses sustained by the 
Corporation as a result of loans made to Indians pursuant to the National Housing 
Act, R.S., c. N-10. An amount of $10,000 was provided for the purpose. The purposes 
of the Vote were extended by Indian Affairs and Northern Development Vote L45, 
Appropriation Act No. 3, 1969, 1968-69, c.36, which provided a further amount of 


$20,000, and Indian Affairs and Northern Development Vote L20, Appropriation Act — 
No. 3, 1970, 1969-70, c.46, which provided an additional $40,000, to include losses — 


sustained by the Farm Credit Corporation as a result of loans made to Indians 


pursuant to the Farm Credit Act, R.S., c. F-2, and the Farm Syndicates Credit Act, — 


R.S., c. F-4. The amount provided was increased by a further $310,000 by Indian 
Affairs and Northern Development Vote L17a, Appropriation Act No. 4, 1971, 
1970-71-72, c.58. 


The balance of the account at March 31, 1972, was $251,000 representing 
payments during the year of $181,000 to Central Mortgage and Housing Corpora- 
tion covering losses on 41 loans, and $70,000 to the Farm Credit Corporation to cover 
one loss. There appears to be little likelihood that the loans will be collected. 


The purpose of this special loan account is not clear as obviously losses suffered 
by Crown corporations cannot realistically be regarded as assets of Canada. In our 
opinion the amount of $251,000 should be charged to expenditure. We would also 
recommend that the accumulated loan appropriation of $380,000 be revoked and 
amounts required to cover such losses in future be provided for annually in the 
appropriations of the Department. 


297. Advances, loans and investments—Domestic—Miscellaneous—Investment in 
shares of Panarctic Oils Ltd. In 1967 Canada joined a consortium of 20 participants, 
including leading Canadian oil and mining companies, for an oil exploration 
program in the Arctic islands. Panarctic Oils Ltd. was incorporated for the purpose 
and Canada agreed to purchase sufficient shares of capital stock in the Company to 
maintain a 45% equity. (See paragraph 261 of our 1971 Report.) 


During the year Canada’s subscription to shares in the Company increased by 
$11,700,000 to $34,256,000, of which $28,256,000 had been called and paid. 
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At December 31, 1971, Canada’s representation on the eighteen-member Board 
of Directors was five. Canada may appoint additional directors in proportion to its 
equity if and when it desires to do so. 


Financial statements of the Company show exploration costs of $45,011,000 to 
December 31, 1971, including drilling expense of $26,357,000. 


298. Advances, loans and investments—Domestic—Miscellaneous—Loans to manu- 
facturers re defence plant modernization. Industry, Trade and Commerce Vote 10 
provides funds each year in the product innovation activity of its Trade-Industrial 
Program to pay half the cost of new equipment to assist Canadian defence industry 
with plant modernization. Similarly, Industry, Trade and Commerce Vote L15, 
Appropriation Act No. 8, 1971, 1970-71-72, c.46, and corresponding votes in prior 
years have provided loan funds to meet half the cost of new equipment. Both 
expenditures and loans are subject to the approval of the Treasury Board. 


The Department acquires title to the equipment for which assistance is being 
given by arranging to purchase it from the manufacturer being assisted or by having 
its original purchase made by him acting as an agent for the Department. When 
payment is made by the Department, 50% of the price is charged to Vote 10 and 
50% to Vote L15. The Department then sells the machinery to the manufacturer 
being assisted at 50% of its cost payable over five years without interest with title 
passing on payment of the final instalment. 


The loans outstanding at March 31, 1972, totalled $24,909,000 reflecting an 
increase of $4,141,000 resulting from additional advances during the year of $9,374,- 
000 and repayments of $5,233,000. Twelve companies were in arrears to the extent of 
$315,000. 


Included were three accounts totalling $191,000 where the equipment had been 
repossessed and placed in government storage. The Department expects to be able to 
resell the machinery to other manufacturers for the balance owing. 


299. Advances, loans and investments—Domestic—Miscellaneous—Assisted pas- 
sage loans. The balance of $6,146,000 at March 31, 1972, comprises the unpaid portion 
of loans made to cover the whole or part of the transportation costs of immigrants 
and their dependants. The Department has classified overdue loans totalling $4,- 
589,000 as follows: active, although in arrears, $2,565,000; referred to a collection 
agency, $611,000; referred to overseas offices for collection action as debtors had 
departed from Canada, $924,000; and uncollectable, $489,000, of which $427,000 is to 
be written off with ministerial approval in 1972-73. 


300. Advances, loans and investments—Domestic—Miscellaneous—Assisted move- 
ment loans. The balance of $329,000 at March 31, 1972, comprises the. unpaid portion 
of 1,152 loans to workers who moved from place to place in Canada. These loans 
were made under Manpower Mobility Regulations which were established in 1965 
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and revoked in 1967 when they were replaced by new regulations providing for the 
payment of the removal expenses of workers without recovery. All the loans are in 
arrears by more than four years and there appears to be little prospect of collection. 


301. Advances, loans and investments—Domestic—Miscellaneous—Medicare revm- | 
bursements. Treasury Board Vote 10, Appropriation Act No. 3, 1971, 1970-71-72, c.46, | 
provides for the Government’s contribution towards the cost of health insurance for 
federal public servants and their dependants on bases prescribed by the Treasury 
Board. In February 1971 the Treasury Board authorized an increase in the Govern- 
ment’s contributions towards medical care programs for federal public servants. 
Contributions in respect of public servants residing in Ontario, Alberta and British 
Columbia, Provinces which charge monthly premiums for medical care insurance, 
were increased to 50% of the premium, the amounts being paid to these Provinces. 
Contributions in respect of public servants residing in the other provinces are based 
on the projected provincial per capita cost of the medical care program. Contribu- 
tions in the case of these provinces are in the form of direct payments to the public 
servants involved. 


Direct payments, retroactive to April 1, 1971, commenced late in 1971 and were 
charged to departmental suspense accounts from which the charges were to be 
transferred to Treasury Board Vote 10. However, nine departments failed to transfer 
amounts totalling $11,000 and that total remained in the accounts over the year-end. 
This amount, shown under the Department of National Health and Welfare, is not 
an asset, but is an expense that should have been charged to Treasury Board Vote 
10. 


302. Advances, loans and investments—Domestic—Miscellaneous—Loans to settlers 
mn the Bow River Project. These loans, which are administered by the Prairie Farm 
Rehabilitation Administration, are made under the authority of Agriculture Vote 
483, Appropriation Act No. 6, 1960, 1960, c.48, in accordance with regulations of the 
Governor in Council. Loans to any one settler may be made in an amount not 
exceeding $2,000 for building material for his dwelling, $1,000 for livestock and $750 
for fencing materials, the loans to bear 5% per annum simple interest. In 1962 the 
Governor in Council provided for the consolidation under one agreement of these 
loans and all other debts due to the Crown by a settler, with interest-bearing debts 
continuing to carry interest at the agreed rate of 5% per annum and the remaining 
debts to carry no interest, and with amortization of the entire debt over a period of 
25 years; the new agreement replacing all other agreements covering such indebted- 
ness. In 1969 provision was made for loans bearing interest at the rate of 5% per 
annum to be made to a settler for levelling and improving irrigated land, with a 
limit of $2,500 in any one year and a maximum of $7,500 per farm unit, these loans 
being repayable by amortized payments over the remaining years of his Bow River 
Project Resettlement Land Agreement. 
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As a consequence of the merging in 1962 of the loans and all other debts of 
borrowers under their Bow River Project Resettlement Land Agreements, repay- 
ments on the loans are not segregated and the amounts recorded as repayments on 
the loans are calculated by prorating receipts according to a formula. During the 
year loans made amounted to $6,300 and recorded payments amounted to $3,100, 
bringing the total loans outstanding at March 31, 1972, to $119,500. 


Our verification of these loan accounts is not yet complete but recorded 
payments in the year of only $3,100, which includes $2,900 pertaining to prior years, 
on loans of $119,500 with a basic repayment period of 25 years or less, would indicate 
that payments are in arrears. There is also evidence that the other amounts 
receivable under the Bow River Project Resettlement Land Agreements are in 
arrears. 


303. Advances, loans and_ investments—Domestic—Miscellaneous—National 
Museums of Canada. An advance of $50,000 was provided to the National Museums 
Special Account under Secretary of State Vote L144b, Appropriation Act No. 1, 1970, 
1969-70, c.24, for the purpose of acquiring certain inventories. Since then the 
operations of the Special Account have been expanded and its funding has been 
provided by amounts of $150,000 in each year’s appropriation. The balance at the 
credit of the Special Account at March 31, 1972, was $281,000. 


Inasmuch as funding for the National Museums Special Account is now being 
provided through annual appropriations of the Secretary of State (there is also an 
item of $150,000 in the 1972-73 Estimates), and having regard to the balance 
available in the Special Account at March 31, 1972, the advance of $50,000 should be 
repaid. 


304. Advances, loans and _ investments—Domestic—Miscellaneous—Loans to 
parolees. Loans totalling $7,494 were made to 208 parolees during the period Febru- 
ary 1963 to September 1969 under the authority provided by Justice Vote L10, 
Special Appropriation Act, 1963, 1963, c.2, which approved an amount of $10,000 for 
the purpose. Loans subsequent to that date have been made under the authority 
contained in Solicitor General Vote L103b, Appropriation Act No. 1, 1969, 1968-69, 
c.28, which also approved the establishment of the Parolees Loan Account and, 
under certain circumstances, the forgiveness of the repayment of a loan or any part 
thereof. The total of a loan to a parolee may not exceed $100. 


Only $573 has been repaid on loans made under the original authority, leaving 
a balance outstanding at March 31, 1972, of $6,921. As all these loans are in arrears 
from three to nine years, the likelihood of collection is remote. 


305. Advances, loans and investments—External—Loans to national governments— 
Special assistance loans to developing countries. Since 1964-65, Appropriation Acts 
have authorized a total of $778 million in special loan assistance to developing 
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countries and agreements to lend have been entered into with 40 countries, three 
regional development banks and one group of three countries. At March 31, 1972, the 
outstanding balance of loans to 43 signatories was $4380,797,000, an increase of 
$143,097,000 in the year which resulted from disbursements of $148,378,000 and 
repayments of $281,000. Eighteen countries had received two or more loans. The 
loans outstanding may be classified as follows: 

March 31,1972 March 31, 1971 


Repayable over 40 years, following a grace period of 10 years from 
the date of execution of each agreement— 


Interest-tree—- 9b NOgns s P.. cave tn arenas ee Rd oth ha es $ 361,178,000  $ 228,359,000 
Interest at 3/4 of 1% per annum, on the amount of the loans 
committed less repayments— 28 loans ............ cc cee ee eee 41 453,000 39,429 000 
Repayable over 30 years, following a grace period of 10 years— 
TEHUGRESE A ree—— 2 LOADS: et, es ake Sas ens Cc se tes ae ee 1,294,000 978,000 


Repayable over 30 years, following a grace period of 5 years— 
Interest at 3/4 of 1% per annum, on the amount of the loan 


committed less repayments— 1 loan ........... ccc ccc eee eens 3,134,000 3,240 ,000 
Repayable over 23 years, following a grace period of 7 years— 

Mirerest.at 3% per ANNUM — 22 1OANSs fre k oes tic ny oo neues +a ee en 17,731,000 12,094,000 
Repayable over 20 years, following a grace period of 5 years— 

Interest at67 per annum — loan 2.0, oo a0 ae cae ued «es ee Ae 3,249,000 3,424,000 


Interest-free advances to the Asian Development Bank, the Carib- 
bean Development Bank, and the Caribbean Agricultural Devel- 
opment Fund, repayable if and when Canada decides to with- 
CTA W its MUVETICeRTe ote rr eh acs Suit SO eee ene 2,758,000 176,000 


$ 430,797,000  $ 287,700,000 


Interest-free advances made to the Caribbean Agricultural Development Fund, 
$1,250,000; the Caribbean Development Bank, $1,009,000; the Asian Development 
Bank, $499,000; and advances at a nominal interest rate to the Central American 
Bank for Economic Integration, $126,000, are not loans to national governments of 
developing countries but to international organizations in those countries. As such 
these should be included with “Subscriptions to capital of, and working capital 
advances and loans to, international organizations” in the Statement of Assets and 
Liabilities. 


306. Deposit and Trust Accounts—Canadian Foundation in Rome. This special 
account in the Consolidated Revenue Fund was established by External Affairs 
Vote 6g, Appropriation Act No. 2, 1967, 1966-67, c.85, for the purpose of providing 
awards to prominent Canadian scholars or artists wishing to pursue, in Italy, 
advanced studies or research in any field of the arts or humanities. 


Although the Appropriation Act establishing the account provided that the 
account is to be known as the Canada Foundation Account it has, since inception, 
been recorded in the Public Accounts as Canadian Foundation in Rome. 


In 1966-67 the Account was credited with $497,000 being the face value of bonds 
received by Canada under the Civilian Relief Agreement of 1950 and the Cultural 
Agreement of 1954 between Canada and Italy. To March 31, 1971, the excess of 
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interest and other income over award payments amounted to $71,000 resulting in a 
balance at that date of $568,000. In the year ended March 31, 1972, award payments 
totalled $48,000 and interest and other income amounted to $34,000. 


The balance at March 31, 1972, $554,000, is invested to the extent of $483,000 in 
Italian industrial bonds and $71,000 is on deposit in an Italian bank. 


307. Deposit and trust accounts—Public Officers Guarantee Account. Section 98 of 
the Financial Administration Act established the Public Officers Guarantee 
Account, from which payments may be made by way of indemnity for losses 
suffered by Her Majesty or others by reason of defalcations or other fraudulent acts 
or omissions of public officers. On January 19, 1967, the Treasury Board directed 
that unless losses due to defalcations can be recovered in the fiscal year in which 
they occur, the Board’s authority to reimburse the losses from the Account is to be 
sought before the year-end. 


Six losses totalling $774 were charged to the Account during the year. One of 
these was a $384 balance unrecovered from a loss which was first discovered in 
1969-70; the remaining five totalling $390 had occurred during the year. The 
following departments had failed to transfer to the Account 16 losses totalling 
$145 296 at March 31, 1972, (see paragraph 228 of this Report): 


Losses discovered in 


1971 - 72 Prior years 


Number Amount Number Amount 


Indian Affairs and Northern Development.............. $ 1 $ 901 

Becerra c MOC, Je eee Me atch ES hE. ah, vais thcasiais Bae te \ 100 

PRR SNM te US RG eR PN cc ott Para 1,524 

Manpower and 1mmigratlon' ss, acre chiles eh See en ees 1 77,950 

PUA LIOm aD CLE Nee Sain hic wee arses Pace hs. cook Me Prax tus ls 1 4,663 6 2,689 

Neon an EarUOUTS. DOGLC ni faa ee ded es eee es betas 1 49 695 

National Revenue—Customs and Excise................ 3 6,610 

PATS Ga tet ate hea hea a ese we tia site ae OA ts Se 1 1,164 
3 $ 132,308 13 $ 12,988 


The $901 loss reported in 1970-71 by the Department of Indian Affairs and 
Northern Development was not charged to the Account during the year although 
Treasury Board approval for this action had been granted on June 3, 1971. This 
oversight was corrected in October 1972. 


308. Deposit and trust accounts—Saclant Westlant fleet broadcast project. The 
Department of National Defence is administering the construction of the Saclant 
Westlant fleet communication system for the Western Atlantic on behalf of the 
North Atlantic Treaty Organization. Funds required are withheld from Canada’s 
contributions to NATO and credited to this Account from which administrative 
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expense and contract payments are made. A balance of $323,000 is shown in the 
Account at March 31, 1972. 


As is explained in paragraph 129 of this Report the balance of the funds 
withheld had been repaid to NATO and no liability existed at March 31, 1972. 


309. Deposit and trust accounts—National Second Century Fund of B.C. The 
National Second Century Fund of British Columbia was established during the year 
by the Executive and was credited with $4,500,000 transferred from Secretary of 
State Vote 22a of Appropriation Act No. 4, 1970, 1970-71-72, c.4, and with interest 
amounting to $165,000. 


The Executive decision establishing the Fund provides that moneys derived 
from interest may be paid to responsible bodies in British Columbia for the 


perpetuation and preservation of buildings, parks and ecological areas. The trustees | 
who administer the Fund are also empowered to spend the capital of the Fund, | 


provided measures are taken to maintain the Fund over time. 


The Vote made no reference to the establishment of this special Fund, nor to a 
specific grant of $4,500,000. In our opinion, the charge of $4,500,000 to expenditure of 
the year was irregular because this amount was not spent, but was transferred to a 
special account in the Consolidated Revenue Fund without Parliament having 
given its sanction to the establishment of this special account. The charge to 
expenditure of $165,000 for interest is similarly irregular as Parliament had not 
approved the payment of interest. (See paragraph 204 of this Report.) 


310. Deposit and trust accounts—Mantime Pollution Claims Fund. This account 
was established by section 746 of the Canada Shipping Act, R.S., c. S-9, with effect 
from July 1, 1971. The Act provides for the Governor in Council to appoint an 
administrator to administer the Fund but no appointment has yet been made. 


The Fund is credited with the levies, authorized by the Governor in Council, 
imposed in respect of each ton of oil imported by ship into Canada in bulk as a 
cargo and also in respect of each ton of oil shipped from any place in Canada in 
bulk as a cargo of a ship to any other place in Canada or elsewhere. 


Payments out of the Fund are to be made for the costs and expenses incurred by 
the administrator, claims and costs awarded against the Fund including claims by 
fishermen for loss of income, and amounts in respect of actual loss or damage 
incurred by Her Majesty in right of Canada as a result of the discharge of a 
pollutant. 


The balance of the Fund at March 31, 1972, amounted to $476,000 which 
represents the tonnage levies received since the Fund commenced operating on 
February 15, 1972. 


——— 


— >= ——— 
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311. Annuity, insurance and pension accounts—Unemployment Insurance Account. 


The balance of $36,897,000 in this Account results from advances to the Unemploy- 
~ ment Insurance Commission pursuant to section 1387 of the Unemployment Insur- 
ance Act, 1971, 1970-71-72, c.48, which were in excess of its needs. The total advanced 
was $183,630,000 whereas only $146,733,000 was required to cover the deficit in the 
~ Account. (See also paragraph 276 of this Report.) 


312. Annuity, insurance and pension accounts—Canadian Forces Superannuation 
Account. Section 27 of the Canadian Forces Superannuation Act, R.S., c. C-9, 
requires that at least once in every five years an actuarial report on the state of the 
Canadian Forces Superannuation Account be laid before Parliament. The latest 
valuation of the Account was at December 31, 1965. We understand that an actuarial 
valuation as at December 31, 1970, will be completed early in 1973. 


313. Annuity, insurance and pension accounts—Royal Canadian Mounted Police 
Superannuation Account. Section 25 of the Royal Canadian Mounted Police Supe- 
rannuation Act, R.S., c. R-11, requires that at least once in every five years an 
actuarial report on the state of the Royal Canadian Mounted Police Superannua- 
tion Account be laid before Parliament. 


On May 17, 1972, a report was tabled showing that an actuarial deficit of $81,000 
existed in the Account at December 31, 1969, after making allowances for the 
amended formula for integration of the Royal Canadian Mounted Police Superan- 
nuation Plan benefits with benefits under the Canada Pension Plan. However, no 
amount was credited to the Account in accordance with section 24(4) of the Act as 
the actuaries were of the opinion that this situation will correct itself prior to the 
next valuation. 


314. Undisbursed balances of appropriations to special accounts—Centennial of 
Confederation Fund. This Fund was established in 1961 under section 10 of the 
Centennial of Canadian Confederation Act, 1960-61, c.60. From time to time the 
Fund was credited with moneys provided from appropriations of the Privy Council 
and the Secretary of State. During the year, a payment of $7,900 was made from the 
Fund, leaving a balance at March 31, 1972, of $793,000. As there are no further 
commitments outstanding against the Fund, the balance of $793,000 is not required 
for the purpose for which it was appropriated and should be transferred to revenue. 


315. Suspense accounts—Department of National Defence. This Department’s 
suspense accounts totalled $1,189,000 at March 31, 1972, including $1,139,000 in 
proceeds from disposal of surplus stores and equipment at overseas locations during 
the period November 1971 to March 1972. These proceeds are required to be remitted 
to Crown Assets Disposal Corporation. After deducting its agency fees the Corpora- 
tion returns the balance to the Department for deposit in the Surplus Crown Assets 
Account. Normally the remittances to Crown Assets Disposal Corporation are made 
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promptly each month but delays which started in November 1971 resulted in this | 
amount remaining in suspense over the year-end. 


316. Suspense accounts—Department of Transport. This Department’s suspense | 
accounts at March 31, 1972, totalled $463,000 of which $146,000 was incorrectly | 
classified under the Department of Finance as ‘‘unclaimed cheques’”’ and reported 
under that caption in the Public Accounts. As a result the Public Accounts show 
only $317,000 as the total of the amounts held in “‘suspense’’ by the Department of | 
Transport. 


Included is an amount of $100,000 received from the Lakehead Harbour Com- | 
mission in payment of a loan instalment in advance of the due date. In our opinion, | 
this payment should have been credited to the loan account immediately upon | 
- receipt. As a result of it being carried in “suspense”, the amount owing by the | 
Lakehead Harbour Commission at March 31, 1972, is overstated by $100,000. | 


The remaining items are being held in suspense until final disposition can be | 
made. 


317. Unmatured debt. Included in the unmatured debt, amounting to $27,258 | 
million at March 31, 1972, are the following treasury bills and bonds totalling $5,482 
million which mature within the ensuing fiscal year: 


Treasury bills due within— 


tHhreeiMOnthis7is Lee am eee fee le TOS, Beet MIT oe Pees SEO L OAR A Boe. ER $ 2,355 ,000,000 
SES NATO TAC GE an eee re cs cae «ASTI area ec As “ate af At onc Souiciraney 1) Mer Be ctag eal? ape eee cae aa tines 1,075 ,000 ,000 | 
DOTNOAAY See cece eae She's Ce pees che SAAS NN REE AE icke Spee hs eke Aa eae 400,000,000 . 
3,830,000,000 | 
TZOADOLS OOO Ue Art LW O Leech. ice aoa cskd a hehe Swe ee atin ane es ete eat ee 235,000,000 | 
Loan oro Ord nerAnrl lt 19) 2c the ns TOPS ae ee eR ape haekce. nore Rees ae eae 215,000,000 
Loam 195sdueisentember led O72 cs gos Swot kale WARE Kutta car odecuid ete meas 717,000,000 
ORIN Ol GC ee COMET LD 1 Od anus saranhs co eehs Cea os Oe one ttre Mele ee ne Oe eae 100,000,000 
Poanieie G7 due mece moe. | Dil O¢e mec. oa Sacco) 0 eens a sl eS et es a 125,000,000 
PGA sOl LOGI eRe OTUONV OL LOCO ota scr Peeks Ueis cite ccdtstrcs bet wah a tunity hace Ae eater 110,000,000 
Ioan or 1020 due rebriaty 119738 bu. Cases Lie teen ek ek a take Medd cs cae 150,000,000 | 
1,652,000,000 


$ 5.482 .000.000 


Although debt falling due within one year is normally regarded as a current 
hability, no portion of this unmatured debt, $2,805 million of which falls due within 
the first three months of the ensuing year, has been included with the ‘‘Current and 
demand liabilities” in the Statement of Assets and Liabilities as at March 31, 1972. 
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Crown Corporations 


318. A Crown corporation, as defined by section 66(1) of the Financial Admi- 
nistration Act, is a corporation that is ultimately accountable, through a Minister, to 
Parliament for the conduct of its affairs. Departmental corporations are named in 
Schedule B to the Act and are responsible for administrative, supervisory or 
regulatory services of a governmental nature. Agency corporations are named in 
Schedule C and are responsible for the management of trading or service operations 
on a quasi-commercial basis or for the management of procurement, construction or 
disposal activities on behalf of the Crown. Proprietary corporations are named in 
Schedule D and are responsible for the management of lending or financial opera- 
tions, or for the management of commercial and industrial operations involving the 
production of or dealing in goods and the supplying of services to the public. 


319. The following paragraphs are concerned with agency and proprietary 
corporations to which sections 67 to 78 of the Act apply and certain other Crown 
corporations which have not been named in any of the Schedules to the Act. 


320. Section 75 of the Act requires each corporation to prepare, in respect of 
each financial year, a balance sheet, a statement of income and expense and a 
statement of surplus, containing such information as, in the case of a company 
incorporated under the Canada Corporations Act, R.S., c. C-32, 1s required to be laid 
before the company by the directors at an annual meeting. 


321. Section 77 of the Act requires the auditor of a Crown corporation to report 
annually to the appropriate Minister the result of his examination of the accounts 
and financial statements of the corporation and to state in his report whether in his 
opinion: 

(a) proper books of account have been kept by the corporation; 

(b) the financial statements of the corporation 

(i) were prepared on a basis consistent with that of the preceding year and are in agreement 
with the books of account, 
(ii) 1n the case of the balance sheet, give a true and fair view of the state of the corporation’s 
affairs as at the end of the financial year, and 
(111) in the case of the statement of income and expense, give a true and fair view of the income 


and expense of the corporation for the financial year; and 


(c) the transactions of the corporation that have come under his notice have been within the 
powers of the corporation under this Act and any other Act applicable to the corporation. 
In addition, the auditor is required to call attention to any other matter falling 
within the scope of his examination that in his opinion should be brought to the 
attention of Parliament. 
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322. Section 77 of the Act further requires that the annual report of the auditor 
be included in the annual report of each corporation, and section 75 directs that such 
annual report be submitted to the appropriate Minister within three months after 
the termination of each financial year and that it be laid before Parliament by the 
Minister within fifteen days after he receives it from the corporation or, if Parlia- 
ment is not in session, within fifteen days after the commencement of the next 
ensuing session. 


The financial statements of the various corporations, together with the related 
audit reports, are published in Volume III of the Public Accounts. 


323. The Auditor General is auditor or joint auditor of the following Crown 
corporations whose accounts and financial statements were examined for their 
financial years terminating during, or coinciding with, the fiscal year ended March 
a Le A 


Corporation Reporting Minister 

Atomic Energy of Canada Limited......... Energy, Mines and Resources 
Canada Deposit Insurance Corporation .... Finance 
Canadian Arsenals Limited .........2.«..... Supply and Services 
Canadian Broadcasting Corporation........ Secretary of State 
Canadian Commercial Corporation ........ Supply and Services 
Canadian .Dainye Commission) a. d.cas ea os Agriculture 
Canadian Film Development Corporation .. Secretary of State 
Canadian Livestock Feed Board ........... Agriculture 
Canadian National (West Indies) 

Sleamships, laimiteds teehee, eat Transport 
Canadian Overseas Telecommunication 

Or NOrA WOU Hee inte Se Ses keh e ony ae Communications 
Canadian Patents and Development 

i bss NAT (ae Pe Rages meee Nl ne i I G8 2 ea Chairman of the Committee of the Privy 

Council on Scientific and Industrial 
Research 

Canadian Saltfish Corporation............. Fisheries 
The Company of Young Canadians ........ Secretary of State 
Crown Assets Disposal Corporation......... Supply and Services 
Defence Construction (1951) Limited ....... National Defence 
Eldorado Aviation Limited ..........5..5:. Energy, Mines and Resources 
Eldorado Nueélear Limited...22) 2)... 22 e. Energy, Mines and Resources 
Export Development Corporation.......... Industry, Trade and Commerce 
Banmin@ Tedit,.( onpora ions aaah fecset ce coo Agriculture 
Freshwater Fish Marketing Corporation .... Fisheries 
The National Battlefields Commission ..... Indian Affairs and Northern Development 
National Capital Commission.............. Minister of State for Urban Affairs 
Nationa) Harbours Board: Ssoxe nas aeee Transport 
Northern Canada Power Commission....... Indian Affairs and Northern Development 
Northern Transportation Company Limited 

and subsidiary company................. Transport 
Polymer Corporation Limited and_ sub- 

SIGTAry COMDAIESs Pris sn 5 eos Wes Supply and Services 
RovalkeanadiaguMiint. «oactece cs eae ee Supply and Services 


St. Clair River Broadcasting Limited....... Secretary of State 


CROWN CORPORATIONS 249 


Corporation Reporting Minister 
The St. Lawrence Seaway Authority........ Transport 
The Seaway International Bridge Corpora- 
iE ROPOTSS Be Rear i dee nee egret carve Transport 
MEAD take anna, LAMILed «syns < aes 4 ae Energy, Mines and Resources 


324. In addition the Auditor General has been appointed auditor of the 
following newly incorporated Crown corporations reporting to the Minister of 
Transport whose first financial year ends on December 31, 1972: 


Atlantic Pilotage Authority 
Great Lakes Pilotage Authority 
Laurentian Pilotage Authority 

Pacific Pilotage Authority 


325. Since the Auditor General has not been appointed the auditor or the joint 
auditor of the following Crown corporations and public instrumentalities, their 
accounts were not examined by him during the year: 


Corporation or Instrumentality Reporting Minister 

PRO DOA pe cre hs ee ras Transport 
OKO naa ae hi et cae anes Cees Finance 
Canadian National Railways .............. Transport 
The Canadian National Railways Securities 

MUM Seth an s ILAR Beene a. cee a dias Transport 
The Canadian Wheat Board ............... Hon. Otto E. Lang 
Cape Breton Development Corporation..... Regional Economic Expansion 
Central Mortgage and Housing Corporation Minister of State for Urban Affairs 
Industrial Development Bank.............. Finance 


326. The paragraphs that follow deal with the various corporations audited by 
the Auditor General. In each case an introductory comment describes briefly the 
origin of the corporation and the nature of its activity followed by comments 
regarding the Crown’s equity in the corporation, a summary of the operations for 
the year in comparison with the preceding year, and any other matter which might 
be of interest to the House of Commons. 


327. Atomic Energy of Canada Limited. This Company was incorporated in 1952 
under the Canada Corporations Act, R.S., c. C-32, pursuant to authority contained 
in the Atomic Energy Control Act, R.S., c. A-19, to carry out research and develop- 
ment in nuclear power technology and allied fields and to promote uses of atomic 
energy. 
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The head office is in Ottawa. The Commercial Products Division of the | 


Company has offices and a manufacturing plant at South March, Ont., and a 
laboratory in Ottawa. Nuclear power stations are located at Rolphton, Ont., Douglas 
Point, Ont., Pickering, Ont., and Gentilly, Que. Nuclear reactors and research and 
development laboratories are maintained at Chalk River, Ont., and at the White- 
shell establishment in Manitoba. Shopping centres, housing, staff hotels, and hospi- 
tals at Deep River, Ont., and at Pinawa, Man., were constructed for the employees 
of the Chalk River and Whiteshell establishments. The Bruce heavy water plant and 
an auxiliary steam supply plant are under construction at Douglas Point, Ont. In 
accordance with an agreement between Canada and the Province of Nova Scotia, 


the Company was given responsibility for the rehabilitation and subsequent opera- © 


tion of the heavy water plant at Glace Bay, N.S., and work commenced on the 
rehabilitation during the year. A Power Projects group, located at Sheridan Park, 
Ont., is responsible for the engineering, development, construction and management 
of nuclear power generating projects and a group at Peterborough, Ont., is respon- 
sible far design engineering on reactor fuel handling systems. Radioisotopes produ- 
ced in.the Company’s reactors, and equipment designed and built by the Company 
to use these radioisotopes, are marketed throughout the world. Under specific 
parliamentary authority, a transmission line and related facilities in connection 
with the Nelson River hydro-electric power project are being built by the Company 
in accordance with an agreement between Canada and the Province of Manitoba. 


The Crown’s equity in the Company at March 31, 1972, and at March 31, 1971, 
comprised: 


March 31, 1972 March 31, 1971 


Loans and accumulated interest for— 


INCISOL LULVCL LIATISHNGSIOL NMG r sek GIR. sonic ees wlasian o bole ee ee oie $ 168,203,000  $ 151,089,000 
IDTUCCIMEAV Yo WALEL PLA UMRee stort eee © ys cali eee eran Eefeenras 148 ,425 000 79 963,000 
Pickering muclear power station oor iii)... 8a ee eae 121,955,000 98 544,000 
Gentilbinticlearmowerstation wv oki Petes be, save) OR 90 228 000 85,528,000 
Hovgias Poiminiclear power statlonssAsnes o> fos cases. 4 sone oe oa Sete 77,596 ,000 77,596 ,000 
VCO AAA etOni al allt? ati +. sic cee Schon Ugela le teas rete 21,570,000 12,392,000 
TEA WHER LIV CTICOEY cc oie cece scrale faa) al xe etd si Sim RRR Soi aie Se sw 20,600 ,000 10,000,000 
Housing projects and commercial buildings ...............0000008 19,459,000 18,946,000 
668,036,000 534,058,000 

PADITRLSVOCR ae al CaS eee eae RAE TACT i eee ee 15,000,000 15,000,000 
RretAING CATHIE a hte es Peach cote tice ee hea paises ULEEA. oe el Bs 2,189,000 1,594,000 


$ 685,225,000 $ 550,652,000 


Not recorded as equity of the Crown is the cost of the Company’s research 
facilities, $238 ,140,000, which has been charged to parliamentary appropriations and 
to retained earnings. 


The Nelson River transmission line extending from Kettle Rapids to Winnipeg, 
a distance of 556 miles, is estimated to cost $194 million with completion scheduled 
for early 1975. The Company will retain ownership of the line and will lease it to 
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Manitoba Hydro at rates sufficient to retire the loans from Canada with interest 
over a period of fifty years. 


The loans from Canada with respect to the Bruce heavy water plant, the Bruce 
auxiliary steam plant and the heavy water inventory are to be retired from revenue 
obtained from the sale of heavy water. 


The Company’s investment in the Pickering nuclear power station is expected 
to be recovered from the Hydro-Electric Power Commission of Ontario but this is 
dependent on the success achieved in the operation of the station. Operation during 
the year resulted in the Company receiving $2.1 million as its share of the net 
revenue earned and this amount was applied towards repayment of the loans from 
Canada and accumulated interest. 


After the Gentilly nuclear power station has been established as a safe and 
dependable source of power, it 1s to be sold to the Quebec Hydro-Electric Commis- 
sion at a price calculated to make the estimated future cost of energy produced 


equal to that from a fossil-fired conventional thermal generating station. Whether 


the sale price will be sufficient to permit the Company to repay the loans remains to 
be determined. 


Originally the Douglas Point nuclear power station was to be sold to the 
Hydro-Electric Power Commission of Ontario under an arrangement similar to that 
for the Gentilly station. However, the role of the Douglas Point station in the next 
few years is to be altered in that, in addition to producing electricity for the 
Hydro-Electric Power Commission of Ontario, it is to produce steam for the Bruce 
heavy water plant. Consequently, although the contract with the Commission for 
the sale of the station 1s still in effect, it is not known when the sale is to take place 
or when the loans will be repaid. The station earned revenue of $5.3 million in 
1971-72 from the sale of electricity but incurred an operating loss of $2.4 million 
exclusive of depreciation. If anticipated reductions in future operating costs and 
increased revenue from the sale of steam are achieved, any excess of revenue over 
operating costs is to be applied to repayment of the loans. 


The loans from Canada with respect to housing projects and commercial 
buildings are being repaid in accordance with established schedules. 


A comparative summary of income and expense of the Company for the past 


two years follows: 
Year ended March 31 


1972 1971 


Research program— 
Cera line ee CIRM hn. OA ee et ee eee. Lathe Soe PEE ood cadmas $ 91,753,000 $ 86,622,000 
Gross income from engineering services, housing accommodation, hos- 
PTL AIS OSI OU SLCATN FOUC b eee ad DhettATy ees see oy eaten ls ROeE A 23 359,000 20 594 000 


PROC IS Ot CT SCH VEL ATA COMET ars. 2 aie ie dh thers: re Gey cig Aas oi (als Atay gS Waa targa $ 68,394,000  $ 66,028,000 
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Year ended March 31 
1972 1971 


Excess of expense over income provided for by: 
Energy, Mines and Resources: 
WOU SD OL MO7 a7 Dictes tuonst eer nian eneen lias tae kon rah Babe $ 68,415,000 $ 2,217,000 
Aire a Sie Caras cab | UG Rie mated el Re iain seg WG ie priate: 9 0 ge oF — 63,869,000 
68,415,000 66,086,000 


beses MMOUNt TerUDG ADC... geen MN cee 5 uals on 21,000 58,000 
$ 68,394,000  $ 66,028,000 
Capital expenditure provided for by: 
Energy, Mines and Resources Vote 40 (Vote 45 in 1970-71)....... $ 6,436,000 $ 5,131,000 
HR SiC CIE ATES nes oe a ea ec ea Sates seer aoe athe 515,000 1,382,000 
$ 6,951,000 $ 6,513,000 


Commercial operations— 


PAC OI OTe Sarena his oe eet ee ogee CONE. oe eC $ 10,336,000  $ 10,039,000 
Expense: 
Se OS AURL SS Ait Wal Nears nF BASES ied Sth oan SO cet dae ar ou a Oa 6 265 ,000 6 234 ,000 


Research and development, selling and administration.......... 3,970,000 4 234,000 
10,235 ,000 10,468 ,000 


Hixessial INCOME OV CHES DENSE. of iets. 4 cuioy tex wuneiarg ew lonxa ate tnd peta $ 101,000 $ (429,000) 


The increase of $5,131,000 in the operating expense of the research program was 
due mainly to an increase of $3,983,000 in salaries, wages and employee benefits. 


The increase of $2,765,000 in gross income from engineering services, housing 
accommodation, hospitals, sales of steam, etc., was due mainly to increased sales of 
engineering services by the Power Projects group. 


The increase of $297,000 in income from commercial operations was due mainly 
to an increase in sales of medical products. 


328. Canada Deposit Insurance Corporation. This Corporation was established 
by the Canada Deposit Insurance Corporation Act, R.S., c. C-3, to provide deposit 
insurance for the benefit of persons having deposits with federally incorporated 
institutions and those provincially incorporated institutions with which the Corpo- 
ration enters into contracts, and to accumulate, manage and invest a Deposit 
Insurance Fund and any other funds accumulated as a result of its operations. The 
head office is in Ottawa. 


The Corporation is administered by a Board of Directors consisting of the 
Chairman, appointed by the Governor in Council, the Governor of the Bank of 
Canada, the Deputy Minister of Finance, the Superintendent of Insurance and the 
Inspector General of Banks. There were 75 member institutions whose customers’ 
Canadian currency deposits, to a maximum of $20,000, were insured by the Corpora- 
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_ tion. These member institutions comprised 10 banks, 22 federally and 7 provincially 
incorporated trust and loan companies supervised by the Superintendent of Insu- 
rance, and 36 other provincially incorporated trust and loan companies. 


Sections 21 and 22 of the Act require that the affairs of member institutions be 
examined at least once in each year. The banks were examined and reported on by 
the Inspector General of Banks and the trust and loan companies by the Superinten- 
dent of Insurance. 


Deposits insured by the Corporation, based on returns made by member institu- 
tions during 1971, totalled $27,216 million comprising deposits of $24,556 million in 
federal institutions and $2,660 million in provincial institutions. 


The Crown’s equity in the Corporation at December 31, 1971, was $14,973,000 
comprising capital stock, $10,000,000, and accumulated net earnings, $4,973,000. 


The balance of the Deposit Insurance Fund at December 31, 1971, was 
$37,018,000. 


A comparative summary of income and expense for the past two years follows: 


Year ended December 31 
1971 1970 
Income— ; 
MCL OMMID Wectlielils 3 Wier Se eeo ene CN CTR eR Bee Cale $ 1,823,000 $ 1,567,000 
Titerestvon Otis LO MEM DED INSLILULIONS. 4.0% 0 00244 0g voc wore wee Sw aww een 812,000 1,722,000 
2,635,000 3,289,000 
Expense— 
al eIee anche INDIOVee DECI a dacs s atta By ud oe eee whee A ous erie Sees 69,000 66,000 
TRCEOSE OMA OV ACOs ITO (AACE ecard susie ap Gs s PAL gh teen Galt eSrnge « 66,000 1,101,000 
TR ECO TE CE IG eX DCTISERS aan Ge ast Poole ve oe eG IL Dy el es Log 59,000 73,000 
OP NCIy Ate tte ee ae oe Te a et oO UES SE. ORs PRBS 70,000 84,000 
264,000 1 324,000 


Bixcecca ani oniesO Ven EXDenser tes. Ao Shed ¢oa.0 4 He 3h Bes bs PERE Ba $ 2,371,000 $ 1,965,000 


Section 36 of the Act provides that the Corporation may pay from accumulated 
net earnings a dividend on its share capital at an annual rate equal to the rate of 
interest being charged on government loans to Crown corporations. The accumula- 
ted net earnings at December 31, 1971, amounted to $4,973,000 and subsequent to the 
year-end the Corporation for the first time paid a dividend of $493,750 on its share 
capital of $10 million. (See paragraph 91 of this Report.) 


The Corporation has been designated a proprietary corporation and as such is 
subject to income tax. However, Order in Council P.C. 1968-10/585 of March 28, 1968, 
remitted, under section 17 of the Financial Administration Act, any income tax 
payable by the Corporation. In its Second Report 1972, the Public Accounts 
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Committee expressed the opinion that this Order in Council should be revoked and | 
the Corporation required to pay income tax (see Appendix 1, item 38). 


329. Canadian Arsenals Limited. This Company, with its head office in Ottawa, | 
was incorporated under the Canada Corporations Act, R.S., c. C-32, pursuant to | 
authority contained in the Department of Reconstruction Act, 1944, 1944-45, c.18. 
The main objects of the Company are the operation, maintenance and supervision 
of arsenals and other plants for the production of military stores and equipment. 


At March 31, 1972, the Crown’s equity in the Company consisted of a working 
capital advance of $4,000,000. | 


During the year the Company was the custodian of and operated two Crown- | 
owned plants which cost $33 million. The operating results for the past two years are | 
shown 1n the following summary: | 

Year ended March 31 


1972 1971 

Income— . | 

CESS eg A aA Bae Let Oe ban em aT ee yO Ay te eden eh NCAT $ 2,568,000  $ 4,895,000 
inh Whstigey RY WaVSFEUNRSics Un WAs eS ie RM wom Aa MAN hk Ae Nhu ean sick rial WEN, eer 402,000 360,000 
2,970,000 5,255,000 

Expense— | 

ACOSO Gea CG RRO em Ment iid tre 8.ld apes SKS sew She tala ee Set band arene eke 4,532,000 6,391,000 | 

Administration | 


FN Ee EL Re ELE CE ea Peace te eae ee as ae of 294 ,000 335 ,000 
4,826,000 6,726,000 
Excess of expense over income provided for by Supply and Services Vote 15 $ 1,856,000  $ 1,471,000 


Unfilled sales orders at March 31, 1972, amounted to approximately $3.5 million 


compared with $4.3 million at the end of the previous year and $6.7 million at 
March 31, 1970. 


330. Canadian Broadcasting Corporation. This Corporation was established in 
1936 and, under the Broadcasting Act, R.S., c. B-11, operates national television and 
radio broadcasting services and an international shortwave service. The head office 
is in Ottawa and regional offices are located in St. John’s, Halifax, Quebec, 
Montreal, Ottawa, Toronto, Windsor, Winnipeg, Edmonton and Vancouver. 


Capital expenditure during the year amounted to $24,602,000 which was finan- 
ced by loans from Canada of $24,127,000 and from the proceeds of the sale of capital 
assets, $475,000. This capital expenditure is classified as consolidation of facilities, 
$14,782,000, improvements to coverage, $3,020,000, and additions and replacements, 
$6,800,000. The accumulated cost of capital assets, $238 ,205,000, has been financed to 
the extent of $137,480,000 by loans from Canada which bear interest varying from 
5 1/4% to 8 1/2% and are each repayable in 20 equal annual instalments (see 
paragraph 58 of this Report). 


CROWN CORPORATIONS 255 


Included in capital expenditure is $70,357,000 expended during the past thirteen 
years in connection with the planned consolidation of facilities in Moncton, Mon- 
treal, Ottawa, Toronto and Vancouver. The Corporation’s estimate at March 31, 
1972, of the future cost of consolidation of facilities was $108,000,000 of which, 
subject to the provision of funds by Parliament for the purpose, approximately 
$17,000,000 will be expended during the year ending March 31, 1973, and $91,000,000 
in subsequent years. 


At March 31, 1972, the Crown’s equity in the Corporation was $159,055 ,000 
represented by the net book value of capital assets, $145,556,000, working capital, 
$11,426,000, investment in a subsidiary, $1,600,000, and deferred charges, $473,000. 


A summary of the source and application of the Corporation’s funds in 1971-72 


follows: 


Source— 
Parliamentary appropriations: 
Payment for operating expenditure 


HoansiOr capil alex Penal vuledw ae Laide wl he Pad STONE b 5 chee Me ees a eee 33,040,000 
214,040,000 

POOV CICS NE HOV ENUC TEAR ee rh ket hae vs Sakon sae S nls GAR RAE ee eh. eee eee 49 425,000 
Pe Gre cia OM NCA OLLIZA LION Wwe eo os ae palates ota al Rees oo Se eve eae aoe: 11,331,000 
Miscellaneous—including proceeds from sale of assets...........: eee ceee eect eee eees 2,020,000 
$ 276.816.000 


Application— 


HW OtaO pera ting CX Pel Ses. 06 ss We a yore sre tin. e eines asin Oo ee oe eee a en 


BifeL.6) 6 <o. .et ce. 6) fella! 18.6) 6 10) 4 (0 (0! 101-6) 90" Oyo 8) 168 'OLLe 18) keris! (0, 0) 8) Db Gce) 6) 6.8) He 


$ 181,000,000 


$ 237,218,000 


ACUMIGnS tO CADItAL aSsbtstie retin Ohi 4. vere say re Pras op 8 SE ee ene ee OM, « 24 602,000 
eae Ment OU ea tie 0 GANS Cos 6 ccs bBo ccray Oe Ap th BUSAN oats a cdo ges anita tlle ie ham 6,565,000 
HHCECASEAT WOTKING CAPITAL «0 aaa teas Gi cate oe See eine Sigene Voted oa eae Pee eres 8,431,000 

$ 276,816,000 


The following is a summary of the net cost of operations for the past two years: 


Year ended March 31 


1972 1971 
Expense— 
Cost of production and distribution: 
{dT ae RP AE NAL Grey i) SUR Re EIv eeAgN eR P $ 146,443,000 $ 134,624,000 
INGE OL CUISETLOUGA ODD ee Mops i ariilek Vig os oa aud ane ain nae enw Ae NS 18,068,000 17,834,000 
DS LAMOM TransInisslOneere. sake he pees bso ite Semen t as 2 Se ee, 11,740,000 11,316,000 
Commissions to agencies and networks..............c0eeeees 5,653,000 5,056 ,000 
Pay Men (tO Prince ShallONS: awk iS ume estes Anwee ORES 5,504,000 5,148,000 
Operational supervision and services. .....5.00..00 0. cece de cce 20,211,000 17,779,000 
EUXLET IOV RELY ICCO et amen Se eat oe tr eet wh aha tks ae ee 4,916,000 4 401,000 
PMereency DIGAGCASING Fotis t tAken re Per het ed Munna as 195,000 204 ,000 
212,730,000 196,362,000 
De ling and Seneral aGMmINIStration Ge. 4 so-ac ae tad oa nas kos Mae on’ 16,065,000 14,342,000 
Interest on loans to finance the acquisition of capital assets ........ 8,423,000 7,435 ,000 
237 218,000 218,139,000 
Income— 
PIGVER Isl 0 OurC Ven Ue 26 Li ni: 60s eNO NE kas Sle pale aoe date e akg cas 50,970,000 47 ,466 ,000 
NC COSaM OD CTA MOUS 27 tata eke early Nea cine ohacaa s Saeed Sake $ 186,248,000  $ 170,673,000 
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The major expense elements contributing to the increase in the cost of opera- 
tions were: salaries, wages and other employment expenses, $9,940,000; performers’ 
fees, authors’, composers’ and other rights, $3,282,000; production costs, $2,250,000; 
building rental and maintenance, $1,136,000; and interest on loans from Canada, 
$988,000. The increase in salaries, wages and other employment expenses was due to 
increases in salary and wage rates coupled with an increase in staff. Personnel on 
strength at March 31, 1972, including temporary, part-time and casual employees 
was 9,455 compared with 9,117 at the previous year-end. The increase in performers’ 
fees and authors’, composers’ and other rights as well as the increase in production 
costs was due mainly to an increase in Canadian content. The increase in building 
rental and maintenance was due to higher rentals, increased space, and leasehold 


improvements to new accommodation for television and film production units in 
Toronto. 


The increase of $3,504,000 in advertising revenue, etc., was mainly due to a 
greater volume of business and higher advertising rates, primarily in spot announce- 


ments, $1,850,000, network station time, $1,156,000, and charges for sponsored pro- 
grams, $776,000. 


Expenditures incurred in connection with future programs are recorded as 
current assets of the Corporation until such time as the programs are broadcast. 
These assets were as follows: 


March 31, 1972 March 31, 1971 


Programs completed and in process of production.............000e ee $ 11,017,000 $ 7,753,000 
PEt ATC CTU Ue LEGITUS pact tate As Ute ein ig dt oc alos sl eta one todas execs ae 3,534,000 2,705,000 


$ 14,551,000 $ 10,458,000 


These amounts are after giving effect to the following write-offs of expenditure 
incurred in connection with programs which proved to be unsuitable because of 


technical difficulties, scheduling changes, pre-emptions, inferior quality, expiry of 
right, etc.: 


1971-72 1970-71 
Programs completed and in process of production..................0..0065 $ 2,970,000 $ 808,000 
F ilm rights AP te FS ee PE Cee Yee ga PO Henne ET Rane Were 1 ae 242 000 177,000 
NSU) COM eC OSM mae fos Retin One" ZEG ay aE NS cell ODD gmt ye aia agli d 87,000 92,000 


$ 3,299,000  $ 1,077,000 


The write-offs of programs completed and in process of production include 


$2,517,000 relating to programs which could not be used because of employee work 
stoppages. 
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On June 29, 1970, the Corporation, with the approval of the Governor in 
Council, acquired St. Clair River Broadcasting Limited (St. Clair) and on July 24, 
1970, invested $1.6 million in that Company. On the same date St. Clair entered into 
a partnership agreement with a private company to purchase, with retroactive effect 
from March 1, 1970, Windsor television station CKLW at a price of US$5 million. St. 
Clair has a one-quarter interest in the partnership. 


The operations of St. Clair from date of acquisition to March 31, 1972, resulted 
in a loss of $1,404,000 which included $1,218,000 as its share of the $4,872,000 
operating loss of the television station for the twenty-five months ended March 31, 
1972. (See paragraph 72 of this Report.) 


The equity of the Corporation in St. Clair was therefore reduced from $1,600,000 
at March 1, 1970, to $196,000 by March 31, 1972. No provision for this loss was made 
in the accounts of the Corporation at that date but attention was drawn to it in a 
note appended to its financial statements. It should be noted that unless the losses 
experienced to date by the partnership are offset by subsequent profits the Corpora- 
tion, through its subsidiary St. Clair, will have to absorb the full loss of $4,872,000 
because of the requirement that on or before May 31, 1975, St. Clair purchase its 
partner’s share at cost, $3,750,000, plus accrued interest. 


331. Canadian Commercial Corporation. This Corporation was established in 
1946 by the Canadian Commercial Corporation Act, R.S., c. C-6, to provide procure- 
ment services in Canada for the governments of other countries and for internatio- 
nal organizations. Its head office is in Ottawa. During the year, the Corporation’s 
purchases on behalf of its customers totalled $149 million compared with $182 
million in the preceding year. 


The Crown’s equity in the Corporation at March 31, 1972, was $14,961,000, 
consisting of a $10,000,000 working capital advance, $5,500,000 in interest-bearing 
loans and a $225,000 reserve for contingencies, less a loss of $764,000 on the valuation 
of US dollar holdings at March 31, 1972. (See paragraph 278 of this Report.) 


A comparative summary of the Corporation’s operations for the past two years 
follows: 
Year ended March 31 


1972 1971 


Expense— 
Fstimated cost-of administrative sérvices.”. (6.7.9 ..9. 2920. A $ 5,479,000 $ 5,140,000 
Income— 
Interest earned on: 
Thmestoerites.ets so tiiee trees. Peet WY ds a eerie. 338 ,000 422 000 


moecial Progress Pa VINeNtS 1 SID DLLOES>: 155. ccr-.0 os Beane wie ea ek ee 28 ,000 95 ,000 
366 ,000 517,000 
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Year ended March 31 
1972 1971 
Less: 
Interest Or Gans {rom Canad ark Au. eade sce eee ee ae as eee $ 327,000 $ 327,000 
Beier BICES,- 5, eu. Gee Cees wae nah ak ha ee eae Oa eo ee oe 1,000 — 
328,000 327,000 
38,000 190,000 
IN eicust OleO pera WONS a0: ca. baica ss cath nats. Re aes | eek, kes Cee $ 5,441,000 $ 4,950,000 
Net cost of operations provided for by— 
SUL DI INCL DOrVICeS: VOCE QO 2. Slots vin Sig ae ee ean sO aida She fy tn cee mS $ 3,670,000 $ 3,675,000 
Government departments which provided major services without charge.. 1,771,000 1,275,000 


$ 5,441,000 $ 4,950,000 


The decrease in interest earned was due mainly to a decrease in interest rates 
and the termination of a large contract involving special progress payments to the 
supplier. 


In 1967 the Corporation entered into an agreement with the Netherlands to 
supply 105 aircraft at a ceiling price notwithstanding the fact that the aircraft 
manufacturer was not committed to a firm or ceiling delivery price. It now appears 
that costs will exceed the ceiling price. Another loss may result from advance 
payments made to a supplier in excess of a firm contract price with a customer if the 
contract cannot be renegotiated. 


Our statutory report to the Minister of Supply and Services on the audit of the 
Corporation’s accounts for the year ended March 31, 1972, was qualified with respect 
to an amount of $17.1 million received by the Corporation in partial payment for 
aircraft sold to a foreign government on behalf of the Department of National 
Defence and $45,000 in interest earned on these funds. The funds had been invested 
by the Corporation in deposit receipts of a chartered bank. In our opinion the 
amounts received in respect of the sale should have been paid into the Consolidated 
Revenue Fund. (See paragraph 74 of this Report.) 


332. Canadian Dairy Commission. This Commission, established by the Cana- 
dian Dairy Commission Act, R.S., c. C-7, consists of a chairman and two members 
appointed by the Governor in Council. The head office is in Ottawa. The objects of 
the Commission are to provide efficient producers of milk and cream with the 
opportunity of obtaining a fair return for their labour and investment and to 
provide consumers of dairy products with a continuous and adequate supply of 
dairy products of high quality. 


In carrying out its functions the Commission pays subsidies, under a quota 
system, direct to producers of manufacturing milk and cream on their deliveries to 
processing plants, and supports the domestic prices of butter, skim milk powder and 
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cheese, by offering to purchase any surpluses at prescribed prices. Holdbacks from 
subsidy payments and, since December 1, 1970, levies received through Ontario, 
Quebec and Prince Edward Island milk marketing boards on the market price paid 
to producers (in lieu of holdbacks) are applied against losses on export sales at world 
market prices. 


The financial transactions of the Commission, other than those relating to 
administrative expense, are recorded in the Canadian Dairy Commission Account 
established in the Consolidated Revenue Fund pursuant to section 15 of the Act. 
The purchase of dairy products to support market prices was financed by means of 
loans from the Minister of Finance. However, at the year-end all loans had been 
repaid and the inventories were financed by the Commission’s surplus, $9,070,000. 
This surplus had increased by $7,586,000, the amount by which payments to the 
Commission by the Agricultural Stabilization Board from Agriculture Vote 15 
exceeded the expenditure of the Commission during the year. 


The Crown’s equity in the Commission at March 31, 1972, was $9,070,000, 
represented by cash on deposit with the Receiver General, $18,857,000, accounts 
receivable, $1,579,000, an inventory of butter, $4,168,000, less subsidies and other 
accounts payable, $15,534,000. 


The following is a summary of the operations of the Commission for the past 
two years: 


Year ended March 31 
1972 1971 
Dairy price support program— 
Subsidies (gross) to producers of manufacturing milk and cream (net 
after holdbacks, $99,917,000; 1970-71—$78,074,000) ............... $ 100,695,000 $ 102,835,000 
Cost of disposal of surplus dairy products: 
DK PO MK eDOWCEr baa oemrey ge OMS wey olen ee ke we me TT as 4 402 000 20 938 ,000 
Skim milk diverted to production of casein rather than milk 
JOSE WAT Lek eect Dome A NS AI Pot hgh gn Aid upitcal fMEDep ah nter  ei mnie, © calnPgRL 2,906 ,000 2,385,000 
PSUR ter a bar Bae Ae eee dats & PA hey Pig OPIS ape e ees 66a 73,000 905 ,000 
Evaporated-milk andary.whole milk. uri. orcs een ses eae 28,000 168,000 
SO INCCGE rer ets Met ear aster ARN has a a SC Aen tetas Ps ee eNOS ai (53,000) 5,303,000 
7,356,000 29,699,000 
Deduct: 
Levies on producers with respect to provincial market quotas 7,740,000 4,065,000 
Holdbacks from-producer subsidies)... 0.000. 6. os cee do eee 778,000 24,761,000 
8,518,000 28 826 ,000 
(1,162,000) 873,000 
Ne cost.ofmarketingeoperanlons cyiril d ee hears os Soe cee « Ae 1,789 ,000 8,061,000 
Cost of products damaged or lost in storage, less salvage value...... 68,000 126,000 
IMaseelTaneoueiex DENSE 115 fers cay a lad «Bee oh Ps Geos WOO EP. ck 24,000 38,000 
IPOS O MIR OU TAN ran fst Lear ryt POON oma h lect i 4 sl yie <Q SNAG Seabee oO 101,414,000 111,933,000 
ATADSINISCEATIVELCXDCIISE,. ob vor bk eiiteet vedic ord suf ete wh eS UO Kets Rua ee Ses 1,026 ,000 904 ,000 


MOT aiee XIICIC MCLG ris era eee nics Cassa Mtaaie gists Cai wae h ve yar Me $ 102,440,000 $ 112,837,000 
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Year ended March 31 
1972 1971 


Total expenditure provided for by— 
Agricultural Stabilization Board for the purpose of stabilizing the 


price of dairy products—Agriculture Vote 15 .................-4- $ 109,000,000 $ 125,000,000 


Agriculture Vote 30—Administrative expense .............e seen eee 535 ,000 453,000 
Government departments which provided certain services without 
ELE Wad 11 Sy a ARs dae el te ae A Re eA Saami atte RM i rn Sra AS 9 491,000 451,000 
110,026 ,000 125 904,000 
Funds received from Agricultural Stabilization Board—Agriculture 
Vote 15—in excess of requirements for current year’s operations... 7,586 ,000 13,067,000 


$ 102,440,000 $ 112,837,000 


The cost of disposal of surplus dairy products, $7,356,000, comprises $4,190,000 — 
applicable to the disposal of surplus products by the Commission and $3,166,000 | 
representing subsidies paid on privately-owned stocks. Levies on, and holdbacks | 
from, producers were used to meet this cost. . 


The following is a summary by commodities of the net cost of marketing | 
operations to stabilize domestic prices, together with totals for the previous year: 
Year ended March 31 


| 
Skim milk 


Butter powder 1972 1971 
eines Tie. ae is 
SOV CEE oh bd Petite aay peeks EO Ty I an At EPR $ 57,127,000 $ 22,186,000 §$ 79,313,000 $ 74,864,000 | 
Portion of levies on, and holdbacks from, 
producers applicable to surplus products 
SOLGM Sauate the en iad) shea Wena Nie 3 73,000 4,117,000 4,190,000 15,518,000 | 
57,200,000 26 303,000 83 503,000 90 382 ,000 
Oso LR OLOCUCIS SOLO ihe ony Aste Laantea oe 55,201,000 25 859,000 81,060,000 89 692 000 
Recs TaRon tite et {PRetey Cre ects fra deer ate 3c! sia pes wee 1,999 ,000 444 000 2,443 000 690 000 : 
Expense— 
SOLE Cle ors VaR a eee Pe BEG eens 1,129,000 151,000 1,280,000 2,718,000 | 
Pre@nand Mandsue soc ances Soe es a 1,067 ,000 544,000 1,611,000 1,824,000 | 
2,196,000 695,000 2,891,000 4,542,000 | 
| REY ALE TO 6 ee ot Oe ee $ 197,000 $ 251,000 448 000 3,852,000 
Terabe OATS. 2 ek. ec, eR, a AED TREO) 1,341,000 4,209,000 
Pee eee SS YE ie | 
Nes CostaGr marketing perations: ..o..... «5 > dius casa sco ae © ane beetek kanes $ 1,789,000 $ 8,061,000 | 


The reduction in net cost of marketing operations arises from a reduction of 
$2 ,868 000 in interest on loans because of lower inventories, higher prices realized on 
disposal of butter and skim milk powder, and a reduced volume of skim milk 
powder. 


The cost of products damaged or lost in storage, $68,000, represents the loss 
resulting from a shortage in an inventory of milk powder disclosed when a warehou- 
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sing company failed to deliver when required. In accordance with the Government’s 
policy of underwriting its own risks, the Commission does not insure its inventories 
against fire or theft by outsiders. Neither does it insure against other risks (see 
paragraph 75 of this Report). 


A summary of the administrative expense for the past two years follows: 


Year ended March 31 
1972 1971 
Me mUneTALion Ol wlembers Of Le COMMISSION 2... 0s .0lu 6 oo ce oacuees ae $ 79,000 $ 79,000 
MEL Ae STATIC ETITD OVS DELLE LI Le aris on tose ove site out veo Sasa ghee es koe Sy BE 308,000 282 ,000 
MDa OCER CII ene ts Ce Me TEA cette hadi phd ie Taey Bin Cn Ati e Pe ahs aed we 438,000 386 ,000 
OB Ee MOST C Samer erie AN ied Gk tar Se arita ua cars, wii Cn cn rae Hote hate Ofc ere 53,000 65,000 
“hd 6 SUPE NEB PSG UC UeL ait mon ca Ne ky RRC Md One ORCL Ocean tA VEIN ZR FOR Peta nC Tam ear rs 148 ,000 92,000 


$ 1,026,000  $ 904,000 


The administrative expense of $1,026,000 includes $491,000 for the estimated 
value of services provided without charge by the Department of Agriculture and the 
Department of Supply and Services. We reiterate the recommendation made in 
previous Reports that provision for the cost of these services be made in the 
Canadian Dairy Commission vote for administration, so that the total cost of 
administering the dairy price support program will be assembled in one vote. 


333. Canadian Fiim Development Corporation. This Corporation was established 
by the Canadian Film Development Corporation Act, R.S., c. C-8. There are seven 
members, six appointed by the Governor in Council, and the Government Film 
Commissioner. Its objects are to foster and promote the development of a feature 
film industry in Canada, for which the Act appropriated $10 million, subsequently 
increased to $20 million by Secretary of State Vote 63a, Appropriation Act No. 4, 
1971, 1970-71-72, c.58, to be paid out of the Consolidated Revenue Fund from time to 
time as required. The head office 1s in Montreal, Que. 


Payments from the appropriation since the Corporation commenced operations 
on April 1, 1968, to March 31, 1972, totalled $7,317,000 of which $2,597,000 was paid 
in 1971-72 comprising $779,000 for investment in Canadian feature film productions 
and $1,818,000 for operating purposes. The balance available in the appropriation at 
March 31, 1972, was therefore $12,683,000. At that date the Corporation was commit- 
ted to invest a further $2,597,000 in Canadian feature film productions. 


Amounts advanced for investment in, or loans to producers of, Canadian 
feature film productions are paid from the statutory appropriation and charged to 
the Canadian Film Development Advance Account. Amounts recovered, together 
with interest earnings and profits, are credited to the Account and are available for 
reinvestment. At March 31, 1972, the balance in the Account was $3,866,000 which, 
together with accumulated interest earnings and profits of $160,000, including 
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$26,000 earned during the year, was represented by investments of $4,011,000 in 
Canadian feature film productions, and accruals of $15,000. 


The Crown’s equity in the Corporation at March 31, 1972, was $4,057,000 | 
comprising amounts invested in Canadian feature film productions, $4,011,000, | 
working capital, $25,000, and furniture and fixtures, $21,000. 


The following is a summary of the expense of the Corporation for the past two 
years: 


Year ended March 31 | 
Se eee 
1972 1971 | 
Administration— | 
Silarios Oi VLempers:and Executive OLLICEIs: .. ds ee ccc c soso eeeee cease ees $ 57,000 $ 49,000 | 
Oihermsalariesma nd: em ploy ce Deneltsnioucms cee aun oat on « buen Sl deh eae ee 79,000 63,000 | 
PMI ASOLY LCC Sr Rte 0, NUNS aU oN uke Ge int A endorse oct ding ee vad eee 43,000 38,000 
Rent teasehold improvements and taxes"... 25 ceca usa hedoe seas fue dar 38,000 27,000 | 
Printing, postage and general office expenses,s ace seus ie eee cs eases aeaee 22,000 14,000 | 
PROLessOlAl- ANG SPECLALSEEVICES 2 oe rc de octoe shee eee oonaa ees cake 18,000 7,000 | 
StamrancWwlembers travels teal A, gta, acne) corals werk eaten 18,000 18,000 | 
Hy TOE OLS CIO ia ee Witte cs Meisel srar hit Sy Sts A cou ett a Wie duce nate aaa MR Wh 9) sh ay tL ap Gtatgnc Oe 5,000 6,000 | 
Ud ots gear aS er Obs RI 4 ith. Acs eens ee OR ONE A bere ee ed hae 14,000 10,000 | 
294,000 232,000 
Grants to film makers and film technicians resident in Canada.............. 70,000 68,000 
SEV OIRVERAL DESI) SAE A SU EO ER eco ok MUR Sy cee ney RE ne ORO AOR Pe 18,000 18,000 
PPOVISIOW OL OSS ON TN VESLITICIUS 1.0 a acc casas ane Mees oe ema eee ere as 1,427,000 672,000 
Mosaluexienne rites tamed so LR. A os eas We re A ae eettens meek. Ya $ 1,809,000 $ 990,000 
Total expense provided for by— 
Sreruton a ppropriationsghis: <2. he Le Dealt: OER a ee ret Tae $ 1,818,000 $ 998,000 
Less: Expenditure on furniture, fixtures and other assets ...........00000 13,000 6,000 
1,805,000 992 ,000 
METS PEC IEG Liang 6 'u seein ese pai 0. ate oN eas ON ean Seely eae ee 5,000 6,000 
Decrease 1n accounts payable—operating ......... 0. ccc eee cee cece ee enes (1,000) (8,000) 


$ 1,809,000  $ 990,000 


The increase in salaries was mainly due to annual increments and retroactive 
salary adjustments. Rent, leasehold improvements and taxes increased as a result of 
additional space requirements. Jury fees and script readers fees accounted for the 
greater part of the increase in professional and special services. 


The provision for loss on investments represents a net charge of $597,000 for 
investments written off in.the amount of $1,097,000 less $500,000 provided for in the 
previous year, and $830,000 provided for losses on amounts invested in 22 films that 
may not be recovered through lack of significant bookings. The investments written 
off comprise $112,000 in respect of 10 investments reduced to the nominal value of 


one dollar each and $985,000 for 22 investments reduced to 40% of the amounts 
invested. 
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334. Canadian Livestock Feed Board. This Board, established by the Livestock 
Feed Assistance Act, R.S., c. L-9, consists of four members appointed by the 
Governor in Council. The objects of the Board are to ensure the availability of feed 
grain to meet the needs of livestock feeders, the availability of adequate storage 
space in Hastern Canada for feed grain, and the maintenance of reasonable stability 
in, and fair equalization of, feed grain prices in Eastern Canada and British 
Columbia. The headquarters of the Board is in Montreal, Que. 


The following is a summary of the expenditure of the Board for the past two 
years: 


Year ended March 31 
1972 1971 


Mreipiitsassistance Om feed Grainst ey 2on20) Pe Pee): REE ee: SVR... $ 20,192,000 $ 20,443,000 
Administration— 
atarles ANC Eli lovee DeENnelis \.ccdia cou dak sa atarchaw SLL shins eae 282 ,000 241,000 
Me counMng and CHEQUE ISSIIe SErVICES Vr isi. bi etnies, we eh ea ee 37,000 50,000 
Se ee TICIMTETINO VCs in sce ielae fe we rte den ne Kelp sh ytalwras ea luak wih tote RR cuentas 30,000 26,000 
Per CHET NO CLE NOL ER dete txeerecs Matas otal e Rare p Me eee 5c aera ec ah Nias a Sea 27,000 24,000 
PLOlesslOD AL ANG SPECIAL SEIVICES! hs oeees gil sb. eee hne single 2 ewan rms 20,000 24,000 
Stationery, office supplies and equipment............ ccc cece ees 15,000 12,000 
Meennone telegranin and DOStage ei. o.oo cs tas ies we bene Ce was 13,000 13,000 
incre,” Lh they eee ets cer Bide |. eee e. Lee e 17,000 14,000 
441 000 404 ,000 
ROU XDOEME LUCK: Rue aS i sts RT ne ME ae ee eee nite etches Oo ew es $ 20,633,000  $ 20,847,000 
Total expenditure provided for Fie 
AS TICUILMLORY OLE 40m AED. Lah Gr. Os. 5a conan... Teg ara meme, otha Mele teer 4 4 ik. $ 20,192,000 $ 20,443,000 
CCU LUTE M MOLE GU ay eee athe Aree PN Mon, WE Ona nee ete aed Sala 371,000 330 ,000 
Treasury Board—Reserve for salary revisions ............0cceeceeveee 6,000 — 
Government departments which provided certain major services 
SU ICNOU LCL AT PC aifik sate: cabin UacteMen eer eRe pot ars tad & NE ae ORD At decease eas 64,000 74,000 


$ 20,633,000 $ 20,847,000 


The increase of $41,000 in salaries and employee benefits is mainly attributable 
to salary increases including retroactive payments and the filling of a position 
vacant in the previous year. The decrease of $13,000 for accounting and cheque issue 
services reflects the take-over of the pre-audit of assistance claims from the Depart- 
ment of Supply and Services. 


No payment was made for accounting and cheque issue services, $37,000, 
provided by the Department of Supply and Services, and for accommodation, 
$27,000, provided by the Department of Public Works. It is the general policy that 
Crown corporations pay for these services and we reiterate the recommendation 
made in previous Reports that provision should be made for these costs in the 
appropriation for the operating expenditures of the Board. 
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335. Canadian National (West Indies) Steamships, Limited. The operations of 
this Company ceased in 1958 on the sale of its fleet of eight vessels to Cuban 
interests. 


The Crown’s equity in the Company at December 31, 1971, was $554,000 
represented by cash, $5,000, a deposit with the Receiver General, $95,000, and 
$470,000 receivable under an agreement of sale, less a liability of $14,000 in respect of 
unclaimed matured bonds and other liabilities of $2,000. 


The balance receivable under the agreement of sale represents the final instal- 
ment which was due August 19, 1963, through the Bank of America. Payment 
continues to be prohibited by the Cuban Assets Control Regulations of the United 
States of America dated July 8, 1963. Efforts of the Department of Finance to 
obtain a licence from the Secretary of the Treasury of the United States to enable 
the Bank of America to make payment notwithstanding these Regulations have 
been unsuccessful, presumably because of substantial claims against Cuban assets by 
citizens of the United States. 


336. Canadian Overseas Telecommunication Corporation. This Corporation was 
constituted in 1949 by the Canadian Overseas Telecommunication Corporation Act, 
R.S., c. C-11, to establish, maintain and operate external telecommunication services 
generally and to co-ordinate Canada’s external telecommunication services with 
those of other nations. The head office is in Montreal, Que. 


The Crown’s equity in the Corporation was $86,836,000 at March 31, 1972, 
comprising advances of $40,011,000 and surplus of $46,825,000. 


The capital requirements of the Corporation during the year were met from 
accumulated earnings and $2,304,000 was repaid on advances received in prior years. 
Additions to capital assets amounted to $12,813,000 and at March 31, 1972, the 
estimated cost of completing approved capital projects was $74,100,000 of which 
$38,400,000 relates to the year ending March 31, 1973. 


During the year the Corporation paid $739,000 to partners in the Common- 
wealth Network for the period December 1, 1967, to December 31, 1970, following 
agreement between the partners to retroactively adjust, in terms of sterling, the 
terminal charges for telegraph, telex and telephone traffic in order to provide the 
partners with the same amount in local currency as before devaluation of sterling in 
1967. A consequential reduction of $353,000 in income tax paid resulted in a net 
charge to surplus of $386,000. 


The following is a summary of income and expense of the Corporation for the 
past two years giving effect to the retroactive adjustment of terminal charges 
applicable to 1970-71: 


| 
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Year ended March 31 
1972 1971 
Income— 
Telegraph, telephone, telex, circuit rentals, satellite, etc. .............. $ 36,817,000 $ 33,386,000 
Expense— 
Patdties,, Wares ald CM PlOV EE: DENET ES arsed ecdetore, avi, cose sv enins seayerter new bls 9,084,000 8,188,000 
te Ve DN MENON cok fet oy Mea Wise oi asi oan NS coos hwy Sess awhnsve saa al leks RE AEA 7,035,000 6,427 ,000 
Pe CHP CITOUEGIOUES au, al ase ram red na Sain cv Ge eae Se wel eh 6,516,000 5,995,000 
Maintenance and repairs—plant and equipment................00000. 2,664 ,000 3,160,000 
OF SCT ack ah! fo OUR et te 8 TUR Si Sa ey EDN SUR nO Ea (ORIEL rp 2,108,000 2,277 ,000 
See Nemec Heese Fon Pk. so SNC a tik fost 5 gees lol atid aie Be DH a la lords 1,343,000 1,147,000 
28,750,000 27 ,194 ,000 
Less: 
Estimated amount recoverable from Commonwealth Network ... 4,100,000 3,400,000 
POrelOirOr eX Delise COpIteliZed woe ues on or cece sake ae ean 1,018,000 1,221,000 
5,118,000 4,621,000 
23 ,632 ,000 22 573,000 
Pe EOM DCT OLe LI NCGIEE LAX ns A ea Oko aOR oe kes Shs ees Sue we 13,185,000 10,813,000 
PEN erOt OTIEO IIE LA Si oe, pac ieeet eons Com eeabro Re a wrace aa ds Gooe Rte Raia Be aL 6,300,000 5,560 ,000 
ING PRIC HIG Met Cer ed tes Oe en LE Oe nse tek cane ee ee $ 6,885,000 $ 5,253,000 


The increase of $3,431,000 in income is largely accounted for by increases of 
$3,826,000 in telephone revenue and $765,000 in telex revenue, offset by decreases of 
$1,062,000 in circuit rental revenue and $299,000 in interest on investments. 


Salaries, wages and employee benefits increased by $896,000 due mainly to 
higher salary rates. Depreciation increased by $608,000 largely due to additional 
charges of $520,000 arising from adjustments to the estimated useful life of certain 
equipment. The leasing of additional circuits resulted in the increased cost of 
$521,000 for rental of circuits, etc. The decrease of $496,000 in the maintenance and 
repairs of plant and equipment was due to fewer cable breaks. 


337. Canadian Patents and Development Limited. This Company was incorpora- 
ted in 1947 under the Canada Corporations Act, R.S., c. C-32, pursuant to section 17 
of the National Research Council Act, R.S., c. N-14. The Company which is located 
in Ottawa makes available to industry the inventions developed by the Council, 
government departments, agencies, universities and other publicly supported insti- 
tutions through licensing arrangements and development agreements. 


At March 31, 1972, the Crown’s equity in the Company was $791,000, comprising 
capital stock of $296,000 and surplus of $495,000. Unexpired patent rights for 
inventions and experimental equipment on loan to licencees having an original cost 
of approximately $900,000 and $174,000 respectively are each included in the 
accounts at a nominal value of $1. 
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The following is a summary of the results of the Company’s operations for the 
past two years: 


Year ended March 31 
1972 1971 
Income— 
HRGVOEbIOS: LICENSEOH CES CLC. crac skstareish lle: «: ocak csvcbppvon ses ove. di aenacaG ORG an a $ 519,000 $ 481,000 
Less te OTMIOTE Paya LO LIT, PATULES haiarh hs cuckge dee Rexa a acu ole ARN edna donde 160,000 150,000 
359,000 331,000 
REEL OM es fai CNR SIRP NIE ss cen sear eae Ns Mah dh eich we Ad RU Rte ii oe pore ARE HAS on 75,000 100,000 
434 ,000 431,000 
Expense— 
Saar CSU GRAMS Atri te Pecks Sibi g for ia al EUR RetL Oe Uae oa mR a tek an dk oe 292 000 277,000 
Patent attorneys’ fees and other patenting costs ......... cee cece cee eens 94 ,000 128,000 
Il aries yi OBER TET cs Sides le SS Sie Oh Age WRK oR eae ei me 47,000 47 ,000 
ROC VELODINe Gmas Sh ACe ym. «fy scinn Comins Cr au Cm ner eri pers sthetethe Gat ae — 42,000 
BPE OTIVOR IOI) geben Mey core dle sco SG ceo Gena che eretlael STNG eR ne A ii ee Pe oe 19,000 17,000 
Services provided by National Research Council of Canada ................ 10,000 10,000 
OS CXS Sata Nata, SAE oh ark SO Ne Ala Na AR MI Stet Bs drat a can TK ee Sie tnairaat 21,000 25,000 
483 ,000 546,000 
Least Ot EX DETSCLOV EL INCOME. 445) sacle uals vies nae ad See ob edine cod bem one eae $ 49,000 $ 115,000 


The decrease of $34,000 in patent attorneys’ fees and other patenting costs 
resulted from less patenting activity generally, as well as from more in-house work 
done by the Company. The development assistance program has been suspended. 


338. Canadian Saltfish Corporation. This Corporation, established by the Salt- 
fish Act, R.S. (lst Supp.), c.37, was constituted to improve the earnings of primary 
producers of cured saltfish by curing fish (of the cod family) and trading in and 
marketing cured fish and the by-products of fish curing. The Board of Directors is 
composed of a chairman, a president, one director for each participating province 
and not more than five other directors, each of whom is appointed by the Governor 
in Council to hold office for a term not exceeding five years. A director for a 
participating province is appointed on the recommendation of the Lieutenant 


Governor in Council of that province. The head office of the Corporation is in St. 
John’s, Nfld. 


Canada had no equity in the Corporation at March 31, 1972. 


During the year other income amounting to $29,000, which was not related to 
dried saltfish, was set aside as a provision for research and development. In the 
previous year this income amounted to $19,000 and was included in the excess of 


income over expense from which payments were to be made to fishermen and 
producers. 


/ 
‘ 
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A summary of the Corporation’s income and expense for the past two years 
follows: 
Year ended March 31 


1972 1971 
ano w re hie 9) ara cc hepa cheey kul teopan he Ra Reese eure ten ol tale «Ge oe a $ 6,740,000 $ 6,627,000 
(COTE OE EA ECL OPS NNT Roe a eR ROR ADEN SRNR oy at toil ee 5 830,000 5,886 ,000 


910,000 741,000 


Expense— 
SRA Sere MRR eta Sumi eto lm cela aso fe cash ik Ses Poe Armcne BD BHAT UCT A wae Ce 120,000 
PNG UATIS TRL VC MEN en CE tts eet, Cree a tae Or A, ee | aM, 213,000 
333,000 239,000 
UEC SLTSTET IM, GAR get a Geo MRE RO fe ea er Ee PEPE A gE 3 STC UM «Pea 41,000 66,000 
Provision for market and exchange fluctuations ...............0.0ceeee8 60,000 — 
434,000 305,000 
Less: Government grant provided under section 16 of the Act............ — 100,000 
434,000 205,000 
476,000 536,000 
ESL BY Sb WCE 1S dT SES AVS Smtr yy gM a OME CE A re a es AIM cd 29,000 19,000 
Less: Provision for research and development .... 6.6... 5500sc8scc0003ss0008 29,000 — 


Excess of income over expense from which payments will be made to 
EISCF INET. ATIC OL OUUICELS <5! ct ren rete agi tace Th tesla 5 let aieda'e ol lee a's Weve NG a ee $ 476,000 $ 555,000 


An analysis of the Corporation’s expense for the past two years follows: 


Year ended March 31 


1972 1971 
DMMATIES NE CM PIOY CO. DEMELIES Cais tae Dis Ove nw hagas Os Oe oneness Sees OE tal ows $ 195,000 $ 131,000 
Provacionyor market audexcaange 11uctiationss75. ¢ oy see cao ee ke ea ca ae 60,000 — 
MASLGYOS( Sect. Ve Cysts sees ops PRN ar Ue oe Sige Histalaas he ahs ex be Petes oh be ee hee 41,000 66 ,000 
Re CTS Aer) ty PAM ys hee are Ae Re ERE an Pee once re CUR RL wan eee trays 34,000 32,000 
Serv Gc] ee ne Nc ek Ae tel, EMR Ps SRR OE POT CAM ee, CO Cenk Sea aah 18,000 17,000 
elepnones telegrams. ancucaolegu. sacn soe Woven agus Seeks Abad dey. Caen ashes 17,000 9,000 
TORU OC Ee” OLIN UTGANG SUALIONCHY laceucs so Shai dee cee ee Ck eee Oe een a 13,000 8,000 
NIARKER CCN ELODINICN Le ceer Bette ore LT eb ar ek ohh rs cee Aare eth) ee Bae 12,000 — 
Pe seCI AON foe a i ee a ei Weegee et el oh al Ae cc eae 7,000 6,000 
PATTIE RCATIOU cc Cater d 6 eae A ENE Eas Be Os LTO EE ATLA A eee EE 7,000 6,000 
CSUR Telia WRC: OK CSAs trate ehh amy hens eee PNIS Ve  ete ee uate as eames i, 5,000 3,000 
COTEIC CISELY LP Oai ee ins seve Greets ae Cisne ee yp aan glame fan ete PENN cy Ranma aac Jac aeece tah A erm aes 5,000 1,000 
ere eee ae Be ees ake te wr ete Seta BN Rites aren las ote etd aoa folk tne glove puns 20,000 26,000 


$ 434,000 $ 305,000 


The increase of $64,000 in salaries and employee benefits was largely attributa- 
ble to the fact that 1970-71 was the first year of operations and the staff was not at 
full strength. 
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The provision of $60,000 for market and exchange fluctuations was made-by the 
Board of Directors with respect to future sales. 


339. The Company of Young Canadians. The Company was established by the 
Company of Young Canadians Act, R.S., c. C-26, to support, encourage and develop 
programs for social, economic and community development in Canada through 
voluntary service. The Company is under the administration of a Council consisting 
of not less than seven and not more than nine members appointed by the Governor 
in Council pursuant to the Act. The head office is in Ottawa. 


A summary of the Company’s income and expense for the past two years 
follows: 


Year ended March 31 


1972 1971 
Income— 
Payment received pursuant to Secretary of State Vote 70................ $ 1,900,000 $ 1,900,000 
WALISTNES ie, Hg Ok IN RSs Ee EN TR et nN AE eRe aT SORTA Rena ht 36,000 39,000 
1,936,000 1,939,000 
Expense— 
Wonoteers allowancesand benefits) >... ois... Beet canes cosa veevenebouss 843,000 498 000 
EAT Sala riGe an (OCHO LAUS Hic en get eee neve ser eit aired sueantens 575,000 429 000 
MP isto blO mn ETA VEL ty thee shes teks visi a > actus dias baat weno tet wens os eke 138,000 ~ 102,000 
Program support—including office expense ..............00. Be rile Gee 103,000 83,000 
Reertment, traiming-and conferencess ss csacelastde elon «seen erga o's atlas 63,000 48 000 
AS OVMMUIER CIOS) ae oo eiicaieeh he Pion © ba Jo oh iota Reet cmeik ola a ee een 41,000 28,000 
Services providediby individtials and firms. 24... 2 fe s be. oe es 24,000 45,000 
Purchase of motor vehicles, furniture and equipment 


ye. Vedat het tent 3,000 3,000 
1,790,000 1,236,000 
NCES OLUNCOMGE OEE DOUSEL so cord eat awh aly kates ae oman ce aie Paes $ 146,000 $ 703,000 


Services provided by individuals and firms include legal fees and expense 
amounting to $978, paid to defend a volunteer who was charged with an offence 
relating to an activity that was not within the scope of his contract with the 
Company. At March 31, 1972, field and head office staff numbered 60 and volun- 
teers 205 compared with 45 and 136 at the previous year-end. At April 1, 1972, the 
Company had an accumulated surplus of $984,000 available for expenditure on 
approved projects. 


340. Crown Assets Disposal Corporation. This Corporation was established in 
1944 by the Surplus Crown Assets Act, R.S., c. S-20. With certain specified excep- 
tions, the Corporation is responsible for the disposal of the surplus assets of 
government departments, Crown corporations and agencies. The Corporation has 
entered into agreements with Britain and the United States whereby it also disposes 
of surplus property held by them in Canada. The Corporation has its head office in 
Ottawa and regional sales offices in a number of cities across Canada. 
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The Corporation is authorized to retain 5% of the net proceeds of sales of lands 
and buildings, including interest received, and 10% of the net proceeds of all other 
sales, to meet its administrative and other expenses. A summary of the Corpora- 
tion’s income and expense for the year with comparable figures for the preceding 
year follows: 


Year ended March 31 


1972 1971 
Income— 
Portion retainable by the Corporation from sales and other income ...... $ 2,357,000 $ 1,754,000 
ess: Transferred to deferred income <4 02s ic.)jctk ews advan: Hee al tenses 705,000 — 
1,652,000 1,754,000 
eee LO Ske a COUR Rath Ph sh cinad du bier ia te vss he 035, 0s Goh es nudes oe 3,000 — 
1,655,000 1,754,000 
Expense— 
Srl eries ONCOL VCO DEMEIIES fog ray trac oer k date ah 4 Ck a a nb wk learns 1,061,000 1,001,000 
LIEBE Ys diy l UR] Oe ahs LAURER tp Pak ti a to li sia en Poon neem Pan ent 75,000 76,000 
SOHC ALONS ust as Bia a eee RIO ORL SaaS a slam, Gk wade dened cent Fam Bees 67,000 61,000 
EMGeuUpe seta lonely and Olle DPIICSis aa).yiis case oes heae aiewtew ace es 34,000 33,000 
Office furniture, equipment, repairs and upkeep .............. 0.0 c eee eee 26,000 27,000 
ee err GOMER Sey a ah aheto Aud dake Pees ae A RR ORE 26,000 30,000 
Boat RLOCESS LAG seh tie eset re care ta Orato) nek Tene Sate ohn Gt Ga tae Bee 15,000 15,000 
LINC TIRE AES Hedin, PAR eee TES aA RET OM EP PA Git ot CORNEAS Lhe Macy EINE 13,000 20,000 
1,317,000 1,263,000 
Picees ol MmCOMe Uy er EXPelise es Coren etcdas calu Ande uae ene weed Cadena $ 338,000 $ 491,000 


The $603,000 increase in income was mainly due to an increase in commodity 
sales, partly offset by a decrease in sales of lands and buildings. 


Deferred income of $705,000 represents 10% commission on the unpaid portion 
of the sales price of used military aircraft. This commission is to be retained from 
each instalment paid by the purchaser and is to be taken into income at that time. 


Pursuant to section 71(4) of the Financial Administration Act, the Corporation 
was directed to pay to the Receiver General, as of March 31, 1970, and from time to 
time thereafter, but at intervals of not longer than six months, all of its surplus in 
excess of $300,000. Consequently, $338,000 has been paid to the Receiver General, 
leaving the surplus at the authorized limit. 


The equity of the Crown in the Corporation was $19,277,000 at March 31, 1972, 
comprising $18,977,000 in the Agency Account and the surplus of $300,000 in the 
General Account. 


The transactions in the Agency Account during the year, compared with the 
preceding year, are summarized as follows: 
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Year ended March 31 
1972 1971 
Sales made on behalf of— 
(Gee T Pet eae tek Piotr: Laie pam 2 Hal) Duerl GINS 9 ok ee VR Mibiesy a0. ON Ak CR Beg IR $ 25,868,000 $ 21,915,000 


RUINS T RB keer CELE, Ea Pe oe a set eRe paral eee Ctra te hd ae ee oe 695 ,000 447 000 


26 ,563 ,000 22,362,000 
Wess OT EC NGOS SLO IA EINE LOSHIES ations os wae va ein gnn oa eed ao Pee wee end 48 ,000 57,000 


26,515,000 22 305,000 
Hicerest alec miscellaneous INCOME. oc. obo g ha cata comb cereale he 970,000 676,000 


27 485 ,000 22,981,000 


Deduct: 
Portion retainable by the Corporation from net sales, etc.............. 2,357 ,000 1,754,000 
Freenvittancesto une aeceiver General 5, bocen oe Saas anes ee oe ee 8 18,103,000 17,425 000 
Gier VET DEATICES . ore tts striae Ltd Ns Bs RE err let, 579,000 437 000 


21,039,000 19,616,000 


Increase (decrease) in equity— 
(OUTS 1 RS. GOs OO at ARE Sit Pe PUES is han”) PORE Ce Se eA 6 397 ,000 3,400,000 
Crees TG Ce eS ilcs oes ithe | Pe PER Laer eee 49 000 (35,000) 


$ 6,446,000 $ 3,365,000 


The increase of $4,201,000 in sales comprised increases in commodity sales, 
$7 553,000, partly offset by decreases in sales of lands and buildings, $3,352,000. 


It is the policy of the Corporation to withhold its full commission from the first 
payments received. However, an exception was made in the case of the Corpora- 
tion’s commission on sales of surplus military aircraft totalling $8,170,000. Instead of 
retaining 10% of the sales value, $817,000, out of the initial payment of $1,117,000 
and remitting $300,000 to the Receiver General for credit to the National Defence 
Surplus Crown Assets Account, the Corporation retained 10% of the down payment 
only, $111,700, and remitted $1,005,300 to the Receiver General for credit to the 
Account. The difference of $705,300 was treated by the Corporation as deferred 
income. 


The Corporation already held its maximum permissible surplus of $300,000 and 
had its policy been followed with respect to the commission on this sale, the amount 
of its surplus in excess of $300,000 transferred to the Consolidated Revenue Fund as 
revenue in 1971-72 would have been greater by $705,300. 


The effect of this deviation from policy was to divert without authority $705,300 
from the 1971-72 revenues of Canada to the National Defence Surplus Crown Assets 
Account where it was available to that Department for spending with the authority 
of the Treasury Board. Furthermore, by this deviation from policy the Corporation 
assumed a portion of any risk there may be of the full purchase price not being paid. 
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For these reasons, our report dated May 18, 1972, to the Minister of Supply and 
Services on our examination of the accounts and financial statements of the 
Corporation for the year ended March 31, 1972, was qualified. (See also paragraph 79 
of this Report.) 


341. Defence Construction (1951) Limited. This Company which is located in 
Ottawa was incorporated in 1951 under the Canada Corporations Act, R.S., c. C-32, 
pursuant to the authority in section 6 of the Defence Production Act, R.S., c. D-2. 


The Company is responsible for awarding and supervising contracts for defence 
construction projects and may assist civilian agencies of the Government. Funds to 
finance projects are provided by the departments concerned, or by other govern- 
ments for defence projects undertaken in Canada on their behalf. 


Expenditure on construction projects approved by the Company for payment 
by the departments or agencies concerned increased from $37 million in 1970-71 to 
$56 million in 1971-72. 


The following is a summary of expense and income for the past two years: 
Year ended March 31 


1972 1971 
Expense— 
AMES ANC 4? INP ALOWANCES* 48 te ahs 5 aS TA 5s nO h |e eee ee $ 3,435,000  $ 3,723,000 
PED LOY Cl DEHEFIUS «Fh unc t Sens le A ak A eee ee Od Vitec ne, ne ae edt 260,000 292,000 
Pe Cl AHL TeINOVEL Vir tsa krone marek een Teh ES pees Seed BE Ue ve en 205,000 211,000 
OPIICE ACCOIMMIMOUALIONS 954. ds ORR es hae hh P4R CRN Ree AIAG DEE Be 90 ,000 91,000 
PelENDONe Ine TElLECTADI isn Ayres eee eds bak PER ete REG Oba eet 63,000 58,000 
PHNLING etetiOHery ANC.OLlleC iis Aids ore. oan ee See aE Ee eet 39,000 30,000 
PRANTL GULerA NG IX ULES. cue Bees Ch Mr ens + ya oe ae ie sea eat 38 35,000 7,000 
Feri ross OM ASO LV ICS rhe ett eteed Soa ues sues dno ie Stn oom alee ele 33,000 34,000 
PCN ERUISHIAIE Ie SENNA URIs oR oe rea al Ie oa’ a cP NTE AGAIN CGF a Pate Wes Soak 31,000 28,000 
CL ee A AE eee ne nt ee re ee an ee Seer: 76,000 91,000 
4 267 ,000 4,565,000 
Income— 
Recovery of costs of operating and maintaining Regional Emergency 
CONT till CANOLA I Ots mee, ned eis, sie eet ce nena ai a Sa 1,299,000 1,949 000 
Reimbursement for engineering and administrative services, etc.......... 249,000 385 ,000 
1,548,000 2,334,000 
ENG Ee CPE TINE yg So huid iar, | ANGER Oe me Win oak oe ae ans Seana va eae ee eat dam $ 2,719,000 $ 2,231,000 
Net expense provided for by— 
IN SUIT ELC LONCOnN OLE Goin cs aitescet ia es Sis Gel Skeet vite dees seus ew Oe ie aa ace ys $ 2,702,000 $ 2,195,000 
Government departments which provided major services without charge. . 17,000 36 ,000 


$ 2,719,000 $ 2,231,000 


The increase of $488,000 in net expense is due to increased activity on defence 
construction projects and includes an increase of $399,000 in salary costs of which 
$285 000 is attributable to 29 additional employees. 
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The amount of $1,299,000 shown as recovery of costs of operating and main- | 


taining Regional Emergency Government Headquarters in 1971-72 is for a period of 
six months ended September 30, 1971, the date from which this responsibility was 
transferred from the Company to the Department of National Defence. 


342. Eldorado Aviation Limited. This Company was incorporated in 1953 under 
the Canada Corporations Act, R.S., c. C-32, and is a wholly-owned subsidiary of 
Eldorado Nuclear Limited. Operating from headquarters in Edmonton, it provides 
air transportation services mainly for its parent company and Northern Transporta- 
tion Company Limited, another wholly-owned subsidiary of Eldorado Nuclear 
Limited. These two companies share the cost of operations of Eldorado Aviation 
Limited on a “‘cost per ton-mile”’ basis. 


|! 
§ 


a SE —— 


The equity of Eldorado Nuclear Limited in the Company at December 31, 1971, | 


comprised capital stock of $28,000 and surplus of $257,000. 


The following is a summary of the net expense of the Company for the past two | 


years: 
Year ended December 31 

1971 1970 
Salariesswages:and:employeebenefits-.. . 6. sec i acco se ei ow ace eee We $ 465,000  $ 451,000 
He tS Pe cS aM te Me caine ALR IGE gs, 0 ah Sapte iss s0 2a umaych Digg toe wx oa AN POT 175,000 164,000 
Peel UE Le See Re Pek MA Ae ie wc cin aned chau uma ea manana ao teua ioe easaie aatatoie 159,000 176,000 
TiS TICES ce ey, Bie dee tO a od odio ned Dee al a kde Tate ee Se tops oy Reman a 48,000 38,000 
rg al’ © Xe Seman eee ace Mean eres «nla Sus do gouges Alas suny ag sk tacaime apace a coma 45,000 47,000 
DOTS CRS (oe) hier ccaae RACE fy EINE tel Ae On ORR See Se ret ORME Py Cd iy) 19,000 30 ,000 
[RTS AGEs sng? hye ME RETR? ceo Tt Re in ne ne Oo ae SE ROL Ren 29,000 30,000 

940 ,000 936,000 
riser LAN COL eMNOGINGSt ce hl to eue diy ok ot eu teh meee UN A. ede 25,000 34,000 


ING OND OTise Princes Gh ye sles dirnais hears oad ce tens naa pail Das ak ee ERY $ 915,000 $ 902,000 


The net expense for the year was recovered by the Company from Eldorado 
Nuclear Limited and from Northern Transportation Company Limited in the 
amounts of $672,000 and $243,000. 


343. Eldorado Nuclear Limited. This Company was incorporated in 1945 under 
the Canada Corporations Act, R.S., c. C-32, following expropriation in 1944 of the 
shares of a privately-owned company. The principal functions of the Company are 
to produce, refine, procure and sell uranium and allied products and to produce 
zirconium metal which is used in nuclear power plants. The head office of the 
Company and the Research and Development Division are in Ottawa, the Beaver- 
lodge mine is near Uranium City, Sask., and the refinery, the zirconium plant and 
the administrative offices are in Port Hope, Ont. 
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The equity of the Crown in the Company at December 31, 1971, amounted to 
$79,409,000 comprising capital stock of $6,586,000, surplus of $39,468,000 and loans of 
$33,355,000, including accrued interest of $2,388,000. Loans totalling $5,516,000 are 
due to be repaid within one year and the balance of $27,839,000 by December 31, 
1975. 


The following is a summary of income and expense for the past two years: 


Year ended December 31 


1971 1970 
Income— 
lee OlI FO CUCtO aI SeTVICEScts tered bal ee bids wage bo oceie tae, Stute $ 11,095,000 $ 5,637,000 
Expense— 
Waetolmroducts aANnd.services, sol Gy.e tos sees th oxeterwRine he. aackbwewel 10,886 ,000 6,181,000 
OIE INET LOM OSCALCH OO eh hs hae EAE EAS PREY ats Cas Lh hale IMARD TNS 729,000 623,000 
PVE CRATIO RN CtEN AEE rae pre MARCOS Aare aie Ae Re ae On aE TERRY TOS, 398 ,000 267 ,000 
ENON OTHE TICS WE TCO) 4 WOME Le Be Rae Gre rks Gh LC aN ne ye eR eT aa ee 362,000 332,000 
Ee AHOL APOE OE es ee ee ae aes hat BO eR lh eh ais 8 67,000 62,000 
12,442 000 7,465 ,000 
Ee oMEOH ODELALIOIS 20.) Pots ah are eI ere AD sa are a itae Laney 1,347,000 1,828,000 
Interest and other non-operating expense (net) ........ 00. cece cee eee ees 982,000 781 ,000 


PROMS ARR, SPENT Rc MP ee eRe OR STR Aalhee AEs ARM cas Mascoutah ath $ 2,329,000  $ 2,609,000 


The provision for depreciation in 1971 amounted to $1,821,000 and in 1970 to 
$1,005,000. 


Income from sales of products and services increased by $5,458,000, or approxi- 
mately 97% over the previous year. The major items contributing to this were 
increased revenue from the conversion of concentrates to uranium hexafluoride, 
$2,429,000, sales of concentrates, $1,401,000, sales of natural uranium, $1,154,000, and 
sales of enriched uranium, $338,000. 


The increase of $201,000 in interest and other non-operating expense (net) was 
due mainly to an increase of $536,000 in interest on loans offset by an increase of 


$282 000 in income arising from the ore procurement program. 


The Governor in Council granted authority in 1963 and 1965 for the entry into 
contracts between Her Majesty the Queen in right of Canada represented by the 
Company and certain other uranium producers for the purchase of uranium concen- 
trates for stockpiling by Canada. At December 31, 1971, the Company was the 
custodian of uranium concentrates thus acquired at a total cost of $101,183,000. 
Funds for the acquisition of these concentrates were provided for by parliamentary 
appropriations and accordingly their cost was not included in the accounts of the 
Company. 
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344. Export Development Corporation. This Corporation was established on 
October 1, 1969, by the Export Development Act, R.S., c. E-18, as successor to the 
Export Credits Insurance Corporation, to facilitate and develop export trade by the 
provision of insurance, guarantees, loans and other financial facilities. The head 
office is in Ottawa and there are branches in Montreal, Toronto and Vancouver. 


Section 27 of the Act provides that, where the Board of Directors is of the 
opinion that a proposed contract of insurance will impose upon the Corporation a 
liability for a term or in an amount in excess of that which the Corporation would 
normally undertake, the Governor in Council may authorize the Corporation to 
enter into the proposed contract. In the event of a loss on such a contract or on a 
similar contract previously entered into under section 21 of the Export Credits 
Insurance Act, R.S. 1952, c.105, all moneys required to discharge the liability are to 
be paid from the Consolidated Revenue Fund. The Corporation must not assume 
liabilities in excess of a total of $500 million under such contracts. 


To further promote export trade, section 29 of the Act permits the Corporation 
to provide long-term financing for capital projects of substantial value. However, 
such financing under this section or section 21A of the Export Credits Insurance Act 
is not to exceed a total of $850 million. In addition, section 31 of the Act provides 
that where the Board is of the opinion that a proposed long-term financing 
agreement is for a term or in an amount in excess of that which the Corporation 
would normally undertake and the Minister is of the opinion that the proposed 
agreement is in the national interest, the Governor in Council may authorize the 
Corporation to enter into the agreement. All moneys required with respect to 
contracts authorized by the Governor in Council are to be provided out of the 
Consolidated Revenue Fund but must not at any time exceed a total of $450 
million. 


In addition, to promote economic advantage to Canada or to contribute to the 
economic growth and development of other countries, the Corporation, under 
sections 34 to 37 of the Act, is permitted to insure Canadian investors against certain 
risks of loss on investments abroad. Foreign investment insurance is only provided 
on approval of the Governor in Council and any moneys required to discharge the 
habilities are payable to the Corporation out of the Consolidated Revenue Fund. 
The Corporation must not have liabilities outstanding at any time in excess of $150 
million. 


The Crown’s equity in the Corporation at December 31, 1971, was $448,332 ,000 
consisting of share capital of $20,000,000, capital surplus of $20,000,000, an under- 
writing reserve of $6,000,000, a reserve for losses of $3,011,000, retained earnings of 
$11,294,000, and loans and accrued interest totalling $388 027,000. 


The underwriting reserve, established to provide for losses on contracts of 
insurance entered into on the Corporation’s own account, remained unchanged at $6 
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million. At December 31, 1971, the reserve amounted to 2% of the Corporation’s 
liabilities under these contracts compared with 2.38% of the corresponding liabilities 
at the end of the preceding year and 2.8% at the end of 1969. 


The following is a summary of operations for the past two years: 


Year ended December 31 


1971 1970 
Income— 
TOE Petin CX DOr TIN ATICING eo ee benno a erste ahs, Marat awn Halil har cr ekoanehen $ 3,065,000 1,706,000 
PepOL iC TECLIGSATISUIT AEG ca, Leer We cart ct ature ebm Sitch «2 Geese Fae’ va be stolalondeacme 2,224,000 1,825,000 
POLCIPIMNVESEINCTID TNSUTATICE) cyte siecle gd owe toed obra selda oe ee ee 32,000 4,000 
5,321,000 3,535,000 
Expense— 
RAEI E Sa Cs iit t f COSTS tig acces @ Maaah tae sla oar Gx we piace bch ocae Re Te 1,705,000 1,302,000 
ARCA CLIIIIISURA LIOLIE ae sere nt ae ter ney ee Be Siac rep eee 284 000 220,000 
Accommodation and occupancy improvements .............ecceeceeveee 266 ,000 372,000 
PRA etee Cu DMG TES VIOUS ety saute gaehcessis es oe 4 kee vi Wank what a ark ate ater 156,000 123,000 
2,411,000 2,017,000 
Ve aN ALCO MIC se tatty au sea eld ee acne tie ort «tacit Fa ants ge Ch dE Tene Oe OTS 2,910,000 1,518,000 
HT Ee EPS eO WONT S OS ICT LS .01. 48 asta eys Ue clei these fe) re WO garages ae pha Re ele MI aie 3,042 ,000 3,164,000 
6,452,000 4,682,000 
Policyholders’ claims— 
| ETESSAT RENAN, Rian CR 8 OA OA Reine te glen Un i A eS RN PRR AT eR CR? 3,274,000 610,000 
PECC ONC TICS RIN, Ge 5 RUE Ie Ach. ic ROU GMA Fh cto a's SW ON BS Ws ak one F aie We A 1,286,000 907,000 
1,988,000 (297,000) 
AO re ALP ers EEO CAPRIS ci Gira ase ne ai. oie dur wiaraa ea ine a OaGe AIRE 60 ,000 150,000 
TOTeleTee SCAND EC LOSS Vie cM eta see chs ois Wie CAE A Shee wale Rae Ss —— 42,000 
2,048,000 (105,000) 
Jie ESWAYE 360 41 se ee eC, SR eee MAN ee Oe lS, Fa MONEE FNAL. bs Sp $ 4,404,000  §$ 4,787,000 


Canada’s share of earnings represents the excess of revenue over expense in 


respect of contracts entered into at the risk of the Consolidated Revenue Fund. 


The following statistics show the extent of the operations of the Corporation for 


the past two years: 


Year ended December 31 


1971 1970 
Export sales insured at the risk of the— 
Corporation: 
ELEY E SKN De ES Coy be TER eT ge, CIT BM BPN <i BRR Eee rm BO $ 391,999,000 $ 385,104,000 
POG ea AT MOLEC AY MRAtSCNCe ents co ucns Sate ck ue ccemeeae ee ae Ok 295 529,000 257 502,000 
Government: 
POMCIESAUTTUGET poUtRee te nie mie tiie ike soe ete kee 89 413,000 176,456 000 
ioliciesdi) force Arey cals end: s..8) ake eee ee eee eee de 306 ,884 ,000 243 ,198 ,000 
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Year ended December 31 


1971 1970 
Export financing agreements at the risk of the— 
Corporation: 
INGREEMETICN SIP TICU & Spare mats tea ae El rat nia vn yaa meee ake § 240 035,000 $ 96,071,000 
PCO MISCLACI ESTING. eke nese Rete Enka ioe ben Me MAR Rati IE 109,404 000 70,714,000 
in Cis a MIE IA VINCI Sst he doe al cs a kee he as ee hao wa Tem eraee 24 055 ,000 27 852,000 
EMucioal ouistanding at year-end o. ..oc.o: eke cee isl woke ie eee 374 692 ,000 289 800,000 
Government: 
EL BT CCTINGHY US SIZ WC Cia sy oe AeA EAS IMEC GE RIE MIG eon, ota 100,000 ,000 4,000,000 
Disb Urse RCIA cca sitet Anke ee! eA ace ls oe eae ek 10,135,000 — 
PCIe TODAS TNOCULS xl alacnc oe outiadetain Moneteteye WRG ates sta wees Regal — — 
Principalboutstanding ateyvearend. feu. tevcest soaks celal 10,135,000 — 
Foreign investment insurance at the risk of the Government: 
PROMOTES WEIRLET nee re ccd Sicttls Sncaa nas ee ee eee nes 3,601,000: — 
MOneTeSNf OLCE A UVa TmClIC cps cokt ce eee hia wae Ws. lated ori epee a 3,061,000 — 


The following is a summary of transactions in respect of claims paid to 
policyholders: 


Nature Outstanding Claims Amounts Written Outstanding 

of claim Jan. 1, 1971 paid recovered off Dec. 31, 1971 
SAC AWE CGE Seer: CAE RRG An Oe kee $ ©6©219,000 $ 2,482,000 $ 216,000 $ 8,000 §$ 2,477,000 
i DON DSN UR ts A 3 el a aie a 1,015,000 444 000 410,000 203 ,000 846 ,000 
Een ane Sranisler aie cs ha eiaa tees 824,000 348,000 660,000 49 000 463,000 
SUTIN LNG Mn aeree DORE oS, 2 ate oa eet ac ae 14,000 — — 14,000 — 


The Corporation anticipates substantial recoveries from the outstanding claims 
of $3,786,000 and the amounts recovered will be recorded as income in the year in 
which the recoveries are effected. 


Subsequent to the year-end the Corporation participated in a sale of Crown- 


owned aircraft to a foreign country. This transaction is commented on in paragraph 
74 of this Report. 


345. Farm Credit Corporation. This Corporation was established by the Farm 
Credit Act, R.S., c. F-2, to make, administer and supervise long-term mortgage loans 
to farmers. The Corporation also administers the Farm Syndicates Credit Act, R.S., 
c. F-4, which authorizes the making of loans to qualified syndicates of three or more 
farmers for the purchase of machinery, buildings or land for their co-operative use. 
The head office of the Corporation is in Ottawa and there are seven branch and 115 
field offices including the offices of 30 district supervisors. 


The Crown’s equity in the Corporation at March 31, 1972, was $1,236,560 ,000 
comprising: capital, $46,200,000; loans from Canada, $1,160,990,000 (of which 
$6,668,000 was in respect of the Farm Syndicates Credit Act); accrued interest on 
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loans from Canada, $28,250,000; a reserve for losses under the Farm Credit Act, 
$1,095,000; and retained earnings from operations under the Farm Syndicates Credit 
Act, $25,000. 


During the year, 3,828 loans amounting to $109,669,000 were made under the 
Farm Credit Act compared with 4,100 loans totalling $116,548,000 in the previous 
year. Repayments of principal amounted to $81,240,000. Loans outstanding at 
March 31, 1972, including accrued interest amounted to $1,233,598,000 compared 
with $1,202 547,000 at March 31, 1971. 


The following is a summary of the income and expense of the Corporation 
under the Farm Credit Act for the past two years: 


Year ended March 31 


1972 1971 
Income— 
De Leet AL Ty LOG ahy Sindee oe en ree ah Rada Os bee Phe toe o ree al dias $ 69,097,000  $ 64,796,000 
MICA ACE INVCTeSD OM LOANSATOM GC ANAGa eyehhc tt. od awh g Peat oath eye 70,729,000 66,862,000 
(1 632,000) (2,066 ,000) 
Appraisal, supervision/and legalifees, ete. ):. hk Pia i te PA ad 671,000 845 ,000 
(961,000) (1,221,000) 
Expense— 
Sales ane employ ce Deneliisws. eee eee e er, ee eee eats eee 6,434,000 6,022 000 
2 SRT DO eat eee ae AAEM RR Coton a CTS aa er ood aT srt RE Ue CRE ah Oa 524,000 485,000 
Rea Cee OLOMORIAL IO go tee ee eae tees sie ree ee OR Se ao a 506 ,000 489 000 
Postage, express, telephone and telegraph........ 0.0.0: cece cece eens 138,000 133,000 
Renta! and maintenance.of office equipment... 4: 2%... .0c..k oe ve sau 122,000 109,000 
Piinting. stavionery and OMicesapplies sim. sos Co ns ees cae es 72,000 71,000 
PCP C OT CIONE snthtuig AEG Ree Re we eee ic ore Noe ye neces ec ee 41,000 46 000 
SD Sa Eg i dco, les te Ae RO, a TSR EMO NTR reroute SRR aR 72,000 62,000 
7,909,000 7,417,000 
Less: Portion allocated to operations under the Farm Syndicates Credit 
ER AR Re ee AI a ages air ee a oe ee ie ee 42,000 35,000 
7,867 000 7,382 ,000 
Net operating loss provided for by Agriculture Vote 45...............005 $ 8,828,000 $ 8,603,000 


With respect to operations under the Farm Syndicates Credit Act, the Corpora- 
tion had income of $55,000 from earned interest (net) and service charges, and 
allocated expenses of $42,000 to these operations. The net profit of $13,000 was 
transferred to retained earnings which increased the balance in that account to 
$25,000 at March 31, 1972. Since the Act came into force on December 11, 1964, the 
Corporation has made 1,004 loans totalling $10,539,000 repayable over a term not 
exceeding fifteen years. Loans outstanding at March 31, 1972, totalled $6,804,000 
including accrued interest. The interest rate on new loans was reduced from 7% to 
6 3/4% effective October 1, 1971, and to 6 1/4% effective April 1, 1972. 
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Section 15 of the Farm Credit Act requires the Corporation to establish a reserve | 
out of which may be paid “‘any losses sustained by the Corporation in the conduct of | 
its business’. The section further provides that the Corporation shall credit its net _ 
earnings each year to this reserve until the amount of the reserve equals the capital | 
of the Corporation. At March 31, 1972, the capital of the Corporation amounted to 
$46 200,000 whereas the reserve for losses was only $1,095,000. In our report to the | 
Minister of Agriculture under section 77 of the Financial Administration Act on the 
results of our examination of the accounts of the Corporation, we referred to the | 
inadequacy of the former statutory lending rate of 5% on loans to farmers and the | 
continuing deficiency in the reserve for losses. | 


The statutory lending rate of 5% was abolished with effect from November 15, 
1968, and the interest rate on loans to farmers is now prescribed for each interest | 
period in accordance with the Farm Credit Act Interest Rates Regulations. On 
October 1, 1971, the rate was reduced from 7 3/4% to 7 1/2% and on April 1, 1972, it | 
was further reduced to 7%. However, these rates were applicable only to new loans | 
and annual losses will continue with respect to loans made at the former statutory | 
rate so that for a considerable time there will be no earnings to credit to the reserve 
for losses. Since 1963 the annual losses of the Corporation resulting from the low | 
statutory interest rate have been recovered from annual parliamentary appropria- 
tions. This policy will prevent further depletion of the reserve by such losses, but | 
does not provide for the building up of the reserve to an amount equivalent to the | 
capital of the Corporation as is contemplated by the Farm Credit Act. | 


346. Freshwater Fish Marketing Corporation. This Corporation, established by 
the Freshwater Fish Marketing Act, R.S., c. F-13, was constituted to market and 
trade in fish, fish products and fish by-products in and out of Canada with the 
object of increasing returns to fishermen. The Board of Directors is composed of a 
chairman, a president, one director for each participating province and four other 
directors, each of whom is appointed by the Governor in Council to hold office for a 
term not exceeding five years. A director for a participating province is appointed 
on the recommendation of the Lieutenant Governor in Council of that province. | 
The head office of the Corporation is in Winnipeg, Man. | 


At April 30, 1971, the Crown’s equity in the Corporation was $4,600,000 in the 
form of loans. 


The following is a summary of the income and expense of the Corporation for 
the past two years: 


Year ended April 30 
1971 1970 
elem. Suen t tabs AeA EO OY od see te eae sale ie ess il i Mis Ss Bn a $ 13,276,000 §$ 14,398,000 


NBA AOL SRL OR wise olay aire eat ea ale: ik RA cae lege EE ERLE cee 12,399,000 13,010,000 
877,000 1,388,000 


CROWN CORPORATIONS 279 


Year ended April 30 
1971 1970 
Expense— 

DAMES MOD OW CEMDEIICIIGS coc et as sae fe aire ee pen cee Mae ree $ 340,000 $ 250,000 
Te este Re Rey CLE Oe vies ee Aes ee ee ee ee 228,000 120,000 
Tae iat Re eae Ae ohn, 58S ORES: MERA PR Scie) coh. ober ays Gund cpoonans, 1a dts 68,000 52,000 
PLOTS EINES ORMICES ree lnm le eee scL esas areas brane urs we aes 44 000 54,000 
RD aan C NOTES sales g 2 eet ey eee ny Roy ecanaiet oe eSiare bow Rae AHO. & SOME OO OE 32,000 27,000 
Progromiiing and wala processin ee auleaginceedd eaules Gus eokaleokhw eae 31,000 5,000 
PS coe ceed i 9S OIA cel AR ie aI, CUR gh os mitde Wi ee acd A 31,000 8,000 
EMA Learnt cb carne os Oe oh eer nee tee hh 1 Get ieee eels 22,000 27,000 
PUCEOUTNOSALIONY Ui: ab teidt Tee Oc 2ON. c Lakh te en, Pete ds an we Te 15,000 14,000 
PORTO TOE CL OLNOU LU AC COMTI ES ae gh Sn. o ogee etch ste mie heaton tad ln ete hk abelian & 12,000 10,000 
Ue re RE Raat Moke PEN eT Me al ee MaMa eens ae 49,000 92,000 
872,000 659,000 
Less: Government grant provided under section 16 of the Act.......... — 100,000 
872,000 559,000 


Peta On INCoMie. OVEL Cx PElSe iu ep iind aus since ding wopdslaols chip 4 ae) sateen $ 5,000 $ 829,000 


The decrease of $1,122,000 in sales was attributed largely to the publicity given 
to the mercury pollution problem. The increase of $90,000 in salaries and employee 
benefits resulted from an increase in both staff and salary rates, and the increase of 
$108,000 in interest resulted from the increase during the year of $2,700,000 in loans 
from Canada which, at April 30, 1971, amounted to $4,600,000. 


The decline in the excess of income over expense that occurred in 1970-71 has 
continued into the Corporation’s next fiscal year, the financial statements prepared 
from such records and information as were available indicating an excess of expense 
over income for the year ended April 30, 1972, of $1,323,700. 


Our examinations of the records of the Corporation for the years ended April 30, 
1970, and April 30, 1971, disclosed inadequacies and unsatisfactory conditions in the 
accounting procedures and the system of internal control which were regularly 
drawn to the attention of management but which did not materially affect the 
correctness of the accounts. However, the condition of the records and internal 
control during the year ended April 30, 1972, deteriorated to such an extent that the 
correctness of the accounts was affected and it could not be determined that all 
assets and liabilities had been taken into account, that all revenue and expenditure 
had been recorded, and that the valuation placed on the inventories at the year-end 
was correct. Consequently, the opinion required of the Auditor General under 
section 77 of the Financial Administration Act could not be given. This situation has 
been discussed at length with the Corporation which has now taken steps to correct 
the unsatisfactory conditions. 


347. The National Battlefields Commission. This Commission was established by 
The National Battlefields at Quebec Act, 1908, c.57, to acquire and preserve the 


280 REPORT OF THE AUDITOR GENERAL — 1972 


historic battlefields at Quebec. The Commission consists of nine members, seven of 
whom are appointed by the Governor in Council and one each by the Provinces of 
Ontario and Quebec. 


At March 31, 1972, the proprietary equity of the Crown in the Commission was 
$1,850,000 comprising capital assets at cost of $1,826,000 and working capital of 
$24 000. 


The Commission’s approved budget for 1971-72 forecast operating expenditures 
of $294,000 and capital expenditures of $110,000, of which $4,000 was to be met from 
revenue and the balance of $400,000 from Indian Affairs and Northern Development 
Vote 70. However, the amount provided by the Vote was applied $394,000 to 
operations and $6,000 to capital without ministerial approval. In addition capital 
outlays of $173,000 on Commission property were made by the Department of 
Indian Affairs and Northern Development and charged to Indian Affairs and 
Northern Development Vote 65, thereby supplementing the amount provided by 
Parliament for purposes of The National Battlefields at Quebec Act. (See also 
paragraph 99 of this Report.) 


The following is a summary of the income and expense of the Commission for 
the past two years: 


Year ended March 31 
1972 1971 
Income— 
Payment received pursuantto Indian Affairs and NorthernDevelopment 
NOLEL ON OLer COLT CO LOL) aren Roles sligt’ > tdids Grewia Guts aebecy on 4 iva ea ente means $ 400,000 $ 289,000 
Payments made on behalf of theCommission from IndianAffairs and North- 
ern Development Vale ro Plo (Oki livw.an. +. compaeakieas ahha, aver kates 11,000 — 
MIISCOTIA NEO Usiicn “ature ten rt mma tt ern aera ake edger ewe at omen 6,000 4,000 
417,000 293 ,000 
Expense— 
Salaries: wares alicsemployeeibenehitisneciicac hax odes ce whee o ae fee aes 292,000 186,000 
P2OUIGWAC SOR V ICES Yaar a ER ee sa ae in odo Ce, uke A Nant ig SS Mee al MEI 45,000 32,000 
Repairs of roads, driveways,buildings and equipment ...............00c cues 24,000 16,000 
Dighteheat power wascline andor) yng febsetinn « ects Wiis et so ene ees 18,000 18,000 
Operating. supplies ald, WUbserysetaele y..t.y onc, Ws eat orgs Ue PES ose clogs Wath, aeoe 9,000 9,000 
IGORAUSOEVICES, JR tae ¢s aren a Re AR te otic a Rack Pls Beer dies, oo RARE. Rae 5,000 10,000 
Gere Peek ancl ts 2.2 A nd eR ORs tenn acs Be eR OW ret, kee eh eae 10,000 13,000 
Capital outlays, including prior year’s adjustment of $11,000 ............... 190 ,000 6,000 
593 ,000 290 ,000 
EXCess 6 HEXDetiseoVerinconie §.a4e. qedees eet s ate alinee deo eae 176,000 (3,000) 


Less: Portion of excess of.expense over income borne by Indian Affairs and 
Norther Development" Vote 00 wens aie cae er one eee eee 173,000 — 


Portion of excess of expense over income borne by the Commission............ $ 3,000 $ (8,000) 


The increase of $106,000 in salaries, wages and employee benefits was for the 
most part due to additional payments, including retroactive portions applicable to 
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1970-71, arising from collective bargaining agreements finalized during the year. 
This was also the main reason for the operating budget having to be revised since 
these payments were not provided for in the approved budget for 1971-72. The 
capital outlays included $109,000 for a new drainage and sewage system, $51,000 for 
building construction and $24,000 for electric lighting. 


Funds contributed by provincial governments, municipalities and others, which 
may be used only for the acquisition of land with parliamentary approval, amount- 
ed with interest to $43,000 at March 31, 1972. There have been no transactions since 
1938. 


348. National Capital Commission. This Commission was established by the 
National Capital Act, R.S., c. N-3, to succeed the Federal District Commission which 
had been established in 1927 as the successor to the Ottawa Improvement Commis- 
sion formed in 1899. The objects of the Commission are ‘“‘to prepare plans for and 
assist in the development, conservation and improvement of the National Capital 
Region in order that the nature and character of the seat of the Government of 
Canada may be in accordance with its national significance’’. The Commission 
consists of 20 members from across Canada appointed by the Governor in Council 
for terms not exceeding four years. 


Subject to the control exercised by the Governor in Council, the Commission 
has wide powers including those relating to: acquisition and development of 
property; construction and maintenance of parks, roads, bridges, buildings and 
other works; undertaking joint projects with municipalities or making grants to 
municipalities; construction and operation of concessions; and the administration 
of historic buildings and sites. 


At March 31, 1972, the Crown’s equity in the Commission was $212,358 ,000 
represented by capital assets at cost, $196,657,000, and working capital, $15,701,000. 


The Commission’s activities are financed by annual parliamentary appropria- 
tions, by loans from Canada for the acquisition of property, by revenues from 
rentals, etc., and by sales of land acquired from the National Capital Fund. These 
sources provided funds totalling $48,310,000 in 1971-72, bringing to $68 554,000 funds 
available to the Commission as follows: 


Dalance iN anonalCapital-Pund April 1971 atiestae hed eee eee $ 16,943,000 
Waex pended mriousecer loansilom ana a: sracdubn patina mierda Oe eta ae es cere eee 3,301,000 

20,244,000 
Parliamentaryappropriation.to. National Capital Mund oe yc /9nh aie ckecviecleeies teers oie eosatee » 33,500,000 
Parliamentary appropriation for operating expenditures. ..........c cece cece cece eee e eee 12,346,000 
POCO CS ee et ae at ea ee HERP Ges Bel Sec ll e ande She Rat Eh a a a Ae dg a 2,028,000 
Baiesot land acquirea iromthe National Capital Hund ¢ 2 .c.5<e.- -epaateo aden ch aeine. ee 436 ,000 

48,310,000 


$ 68,554,000 
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Expenditure was $53,386,000 leaving a balance available for future expenditure © 
of $15,168,000 at March 31, 1972, comprising $13,753,000 in the National Capital 
Fund and $1,591,000 in unexpended loans from Canada, less $176,000 representing a | 
portion of the net operating expenditure to be recovered from a future parliamen- | 
tary appropriation. At March 31, 1972, the Commission also had parliamentary 
authority to borrow a further $3,000,000 for property acquisitions in the Greenbelt, | 
being the difference between the total amount of $43,300,000 authorized by Parlia- | 
ment for this purpose and the $40,300,000 borrowed by the Commission. The | 
following is a summary of expenditure for the past two years: | 


Year ended March 31 
1972 1971 
Operating expenditure— 
Operation andimaintenance stu, 6 Ore eee cele ee oe ees ae eee $ 5,161,000 $ 4,743,000 
AdMIMIStra bili... 4 Oya te Nee ok ee eh ee eee 4 347,000 3,762,000 
Taterest onloans: (0s Ake fee i set eae eer ae he AR nce, at cor 3,426,000 3,369,000 
Contributions, assistance to municipalities, maintenance and rehabili- 

TATION PFO} CCIS + EUG; «seshundar sac eaes s Meee reeln © sore enon ener ae 4,872,000 2,744,000 
Grants ins Hewol taxes +c ke: ec cee BA eta Poe ee i ee ee 1 292,000 1,070,000 


19,098 ,000 15,688 ,000 


Capital expenditure— 


PLOPeryc ACC UISIUIONS.5 16.06 Gam nats Saas so REE 27 ,284 ,000 3,608,000 
PWN Gircticet sols < alvin ae eh Hop iielote real po oa SINC Ge a 4,155,000 1,349,000 
improvements to lands and buildings.(713.4 4. amid Mee + eee 742,000 681,000 
WPELaUINS And Olee CQUIDMENTS ta. 5 isu ou celeb echauiae ee eie eee 324,000 410,000 
Ocher- inchiditig Parke neces ok ek sv eee i es ee ee 1,783,000 664,000 

34,288 ,000 6,712,000 


$ 53,386,000 $ 22,400,000 


The cost of contributions, assistance to municipalities, maintenance and 
rehabilitation projects, etc., increased by $2,128,000 mainly as a result of an increase 
of $2,504,000 in the contributions towards the cost of the Portage Bridge and an 
increase of $629,000 in the contributions towards the cost of sewer and water mains in 
Hull, offset in part by a decrease of $769,000 in contributions towards the cost of a 
filtration plant in Hull. 


The increase of $23,676,000 in expenditure for property acquisitions was 
accounted for by the purchase of part of the E.B. Eddy Company property for 
$23,995,000, an increase of $502,000 in property purchases for parks in the Hull area 
and an increase of $439,000 in property purchases around Colonel By and Sussex 
Drives, offset in part by reductions in property purchases of $762,000 in downtown 
Hull, $217,000 for the Voyageur Parkway and $147,000 in the Greenbelt area. 


Expenditure on parkways increased by $2,806,000 primarily due to the con- 
tinuing construction of the Airport Parkway. 
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Increased expenditure of $337,000 on renovations and changes to Moussette 
Park together with increased expenditure of $725,000 on bicycle paths, skating rinks, 
gardens and toboggan slides comprised the major portion of the increase of $1,119,- 
000 in other capital expenditures. 


In August 1969 the Commission received a directive from the Treasury Board 
with respect to loans for the purchase of property other than in the Greenbelt under 
which, starting in 1970-71, loans would be provided only to acquire, improve and 
service properties which are to be sold to other users, thereby enabling the Commis- 
sion to repay the loans. The Commission interprets this directive as referring to sales 
to government departments as well as to outsiders. During the year property 
acquisition financed by loans totalled $1,710,000 compared with $2,567,000 in the 
previous year. Inasmuch as, to the best of our knowledge, $1,695,000 of this land is to 
be used for government purposes, we are of the opinion that its cost should have 
been charged to expenditure. 


349. National Harbours Board. This Board, which has its head office in Ottawa, 
was established in 1936 by the National Harbours Board Act, R.S., c. N-8, and has 
jurisdiction over the harbours of St. John’s, Halifax, Saint John, Belledune, 
Chicoutimi, Quebec, Trois-Riviéres, Montreal (including the Jacques Cartier and 
Champlain Bridges), Churchill, Vancouver and, since March 23, 1972, Prince 
Rupert, together with grain elevators at Prescott and Port Colborne. The Board 
consists of a chairman, a vice-chairman and two other members appointed by the 
Governor in Council. 


In previous years we have commented on inadequacies and unsatisfactory 
conditions in the Board’s administrative, accounting and internal control procedures 
and practices (paragraphs 130 to 138, and paragraph 308 in our 1971 Report). These 
conditions continued to exist during the year ended December 31, 1971, and as a 
consequence we were unable to express an opinion, as required by section 77 of the 
Financial Administration Act, on the validity of either the accounts or the financial 
statements of the Board for the year then ended. This situation has been discussed 
at length with the Board which is taking steps to correct 1t. 


The Crown’s equity in the Board at December 31, 1971, was $537,375 ,000 
comprising: the cost of assets transferred to the Board, $86,562,000; loans and 
advances, $409,150,000; interest in arrears on loans and advances, $165,442,000; 
reserves, $11,556,000; less an accumulated deficit of $135,335 ,000. 


The Board’s indebtedness to Canada for loans and advances decreased by 
$1,003,000 during the year while interest in arrears increased by $13,858,000. The 
loans and advances outstanding and the arrears of interest thereon at December 31, 
for the past 11 years are: 
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Interest in 


arrears on 
Loans and loans and 
December 31 advances advances 
LOG Ue hala Oe eect te ieee Nakai) AM Th Ria heat Peet de et tae TCU, Naeem ty $ 290,937,000 $ 64,786,000 
TOG IEE Ae IEEE Bae or Ome wt DAN ett Rasch Tae EO es weet uN Seis sera ame 308 882 ,000 71,290,000 
Go RRS 5 cP RO ei hs eet Reet SR Di a WORD | AR eae 316,787,000 78,559,000 
OGLE pore een MERC ew: MOMENT \, pee ROR, ene eT Sd ants. apace iNest yos Pee Pal > 320,094,000 | 86 ,204 000 
AIG See ene i OES one tee REG I ya Cent ge 5 RCN Lin, SR mca 323,212,000 93 ,285 ,000 
b OG GE RO eh UA ee, ts toe ei Cv teens MU Cn eg aioe eels Age ean oR ROE 343,788,000 103,203,000 
LOG TRE hee lates PA Ce ths Genes eae es NEL, re de 365,643 ,000 114,561,000 
POON Sila ere a mek ecw chi ae Acie ts Wheaten te co eset ORE D te. 3 ne mane 394 524,000 127,211,000 
OBO eRe ee EMRE TTS cat, SCRUM S.C RRC Ree A eC TCUr Pea MEES Twente @ 403,439 ,000 140 212,000 
ORT co GAS C3 PRRs SA RRS Fe hd ei Ie OMS a, Ee 410,153,000 151,584,000 
TT eONE R, ece ta, Bot EL ak hae ar RE! MA OO co Not ey staat 409,150,000 165 ,442 000 


In previous Reports we have observed that there was little prospect of the Board 
being able to meet its principal and interest obligations and recommended that the 
financial structure of the Board be reconstituted. In February 1967 the Public 
Accounts Committee, in its Twelfth Report 1966-67, commented as follows (see 
Appendix 1, item 24): 


The Committee is concerned that there appears to be little prospect of the Board being in a 
position to meet its principal and interest obligations and recommends that the financial 
structure of the Board be reconstituted. In this connection it was pleased to receive assurances 
that this matter will be dealt with by the Department of Finance and the Board within the 
next twelve months. 


The financial structure of the Board was not reconstituted as the proposals made by 
the Department of Finance were not acceptable to the Board. On May 138, 1971, the 
Public Accounts Committee discussed the matter with officers of the Board and the 
Canadian Marine Transportation Administration but no further recommendation 
has been made by the Committee. 


Until revocation of tolls on June 1, 1962, the Jacques Cartier Bridge was 
operated under a tripartite agreement which required both the City of Montreal and 
the Province of Quebec to pay to the Board one-third of any annual deficit arising 
from the operation of the Bridge to a maximum of $150,000 each. Since 1944 the 
Province has refused to make the required contributions and at the end of 1949 its 
accumulated indebtedness without interest amounted to $744,000. The accounts of 
the Board continue to show this amount as due from the Province. From 1950 until 
revocation of tolls the Bridge did not incur an operating deficit. Prior to September 
1966 the Board was unable to institute legal proceedings against the Province 
without first obtaining a fiat from the Provincial Attorney General. In 1967 the 
Board resubmitted its claim to the Province. In the same year the Board submitted 
the problem to a special committee of the Treasury Board Advisory Committee on 
Real Property but no solution was forthcoming. In August 1970 the Board reported 
to the Federal-Provincial Relations Secretariat of the Privy Council Office on 
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several other problems in the Montreal-Longueuil area of Quebec but made no 
specific reference to this problem. (See also paragraph 65 of this Report.) 


The following is a summary of the operations of the National Harbours Board 
as reported by the Board for 1971 together with comparable figures for 1970: 


Year ended December 31 


1971 1970 
Income— 
erento sacl ieath stat tie cite Aenea AE RETO NA Puls SLES ueknay heed Reem $ 6,096,000 $ 5,439,000 
PERO MESES ORT Gles tiene un nts nore tits oes Set. cama bakes fe 33,974,000 32,059,000 
AEA ONIESOY CO Ce reg Meat hau Mim ieee cane es Bias ur ace eae «erent epee 2,886,000 2,443,000 
| BUECNE (eq Bo aa bed ON Pea NON i I SP Me ee rae oe rt 2,874,000 2,714,000 
45 830,000 42 655,000 
Expense— . 
Operation and maintenance: 
Misc rthine Ta ClItless. th theta ted oc yon Tams ems Cte ee nee 1,592,000 1,685,000 
Sore WAC CIES a a ees eG oa DO Pier rac an at tiny SA eee 10,973,000 9 936,000 
SUNT DOLSCrY [Cost en oe enn gn Mary tA Ba Magne eis Cue cee eS 9 688 000 8,082,000 
BITC E eae, to ae ieee eee SPN, BIT) MCS. Nee Wee 1858 2,043,000 1,930,000 
24,296,000 21,633,000 
LI YEE STEN CAN se ee Seeing On ae oe RGN ra ge Bh UA 8,238,000 7,903,000 
PAE SEU OnMMICl a taxes once wae ws. ak 8 aeddubos as me te Me wenn 7,418,000 6,571,000 
Administration: 
Salaries of Board Members and Executive Officers.............. 93 ,000 106,000 
DUEL SAAT LES ntrer eee Sete cet ere acs, hee oe Ce mae oe 3,097,000 2,789,000 
Contributions to employee pension plans ......... GEE ee: 189,000 166,000 
ITICE CX MENGE er iy eee eg) Semitic Brean eel code MBER eee Ekta 932,000 1,011,000 
RVRTSCO WA TOCOLISES forks oS rete wir ny Celso Gein ht ues ee Pe 922,000 657,000 
5,233,000 4,729,000 
45,185,000 40 836,000 
LEN Cese Ola TICOME OV EF-CX DE NSCS ts on Get Senin o ck ans Bh ea Riko y Ae RR AA 645 ,000 1,819,000 
Interest expense— 
Interestion [dans andadvances'from Canada’... 2. ..se< 07,24 cacao een eek 15,791,000 15,640,000 
Hess wiuerest TECELVEC OD: INVEStIMENTS 5 v5 54\c Weis od san) sie'v « oekaeia ig 4 432 000 5,413,000 
11,359,000 10 227,000 
Deficit for the -year........ HR RN NR Sek Te cee el AN mer tees $ 10,714,000 $ 8,408,000 


The increase in income from shore facilities was mainly attributable to signifi- 
cant increases in general cargo, particularly containerized cargo. 


The decrease in interest received on investments was due to lower interest rates 
and a reduction in reserve fund investments. 


The increases in shore facilities and support services expenses mainly arose from 
higher rates of salaries and wages being paid. 


Paragraphs 154 to 162 of this Report deal with several matters noted in the 
course of our examination of the financial transactions of the Board. 
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350. Northern Canada Power Commission. This Commission, established in 1948 | 
by the Northern Canada Power Commission Act, R.S., c. N-21, consists of three 
members appointed by the Governor in Council. The objects of the Commission are | 
to construct and operate electric power plants and other public utilities and to | 


supply power and utilities to users in the Northwest Territories and the Yukon 
Territory and, with the approval of the Governor in Council, in any other part of 
Canada. The Commission, with its head office in Ottawa, operates thirty-three 


power plants including four stand-by plants, five heating plants, six sewerage | 


systems and six water systems. The Commission also acts as agent for Canada in 


respect of loans of $219,858,000 made to provincial power commissions under the | 


Atlantic Provinces Power Development Act, R.S., c. A-17. 


The Crown’s equity in the Commission at March 31, 1972, comprised: 


PRY AHICES WUC LUIGINE INLETESt cae oieienshccaten uig! Males yok Swi, eae ee eee ae eee $ 52,732,000 
Contributed surplus— 
Central heating, water and sewerage, and fire alarm systems financed by parliamen- 


HArys AD DUODEILA IOUS) 25 et niin? Sole Pah woes OS Sse Role are BE Sayin eodleh c t aeh  ee 10,488,000 
Capital assets formerly operated by the Government of the Northwest Territories and 

piceVepalrtiient Obs TAnSPOMlls =a akenis-cter i on Memeedae dee sera wede take ere eee ae careers 2,888 ,000 

13,326,000 

|B HS TORE LG eos Hig 1 Wlhd | 2 Oe cen eh IN AOR we SAN ee ARIE le KM ti cS Bal 5,021,000 

$ 71,079,000 


The following is a summary of the income and expense of the Commission for 
the past two years: 


Year ended March 31 
1972 1971 


Income— 
Ta Tey OW Clee rte cn eM Gas a hie aise te aear @ es ee nee eee ee eee ee $ 9,014,000 $ 7,815,000 
Dale: OF HER iL. aan tess sal Be eRe. Lic Pad FO! Ree rE SR Mies pepe tn: 1,585,000 1,273,000 
Income arising from construction, maintenance and operation of facili- 
Hes Or POVErmMent. departments and Olners.. as ee oe ee 1,482,000 1,691,000 
Miscellaneous = 34... cchbt rei heres 58 4a Peper en eden Ge be eae 335,000 334,000 
12,416,000 11,113,000 
Expense— 
Operation-and ma imtenance: ste ese oe ee. £39 ae 6,869,000 6,876,000 
interest on adyances from:Canadad.a.. dee ee, Se 2 834,000 2,416,000 
DOOLECIATION ao sco. ek, RR NL RMLs hb gr Ma) an tS home nL uae 1,323,000 1,062,000 
AGMIMIStation’ Giss.nk. Le a, Re are 1,009,000 678,000 
12,035 ,000 11,032,000 
Wetincome before exitaordimary ais ye. ces oe ea ee at a ee 381,000 81,000 
Extraordinary 1temg.. ets «cor Pee cae ee, eae, | ve — 510,000 


Net income (loss) 


Ee ee ee ee ee Le tat ee $ 381,000 $ (429,000) 


| 


| 
| 


, 
| 

i 
| 
| 
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The increase of $1,199,000 in income from the sale of power was due mainly to 
increased demand at Frobisher Bay, Yellowknife, Inuvik, Cambridge Bay and Fort 
Smith in the Northwest Territories and to the operation of eleven power plants 
transferred from the Government of the Northwest Territories. 


The increase of $312,000 in the sale of heat was largely attributable to increased 
demand to supply new housing, school and commercial premises at Frobisher Bay 
and increased central heating rates at Moose Factory, Ont. 


The decrease of $209,000 in income arising from construction, maintenance and 
operation of facilities for government departments and others was due mainly to 
reduced construction work at Inuvik and Frobisher Bay. 


The increase of $331,000 in administration expense was due mainly to the 
setting up of regional offices at Whitehorse, Y.T., and Yellowknife, N.W.T., during 
the year together with an increase in the number of employees at head office. The 
latter increase was largely attributable to the significant increase in the number of 
power plants operated. 


351. Northern Transportation Company Limited and subsidiary company. North- 
ern Transportation Company Limited, a wholly-owned subsidiary of Eldorado 
Nuclear Limited, was incorporated in 1947 under the provisions of the Canada 
Corporations Act, R.S., c. C-32, to take over the business of a predecessor company 
whose shares had been acquired when the capital stock of a privately-owned 
company was expropriated by the Crown in 1944. In 1965 the Company acquired the 
capital stock of Yellowknife Transportation Company Limited whose operations 
have been integrated with those of the parent. 


The Company is empowered to carry on a general transportation business by 
land and water throughout Canada and elsewhere, but activities have been almost 
wholly confined to the Mackenzie River system and the Western Arctic. The head 
office of the Company is in Ottawa and administrative headquarters are in 
Edmonton. 


The equity of Eldorado Nuclear Limited in the Company at December 31, 1971, 
was $7,250,000, comprising capital stock of $152,000, a reserve for insurance of 
$700,000, contributed surplus of $1,003,000, and retained earnings of $5,395,000. 


The reserve for insurance is fully funded in short-term deposits. Its purpose 1s to 
provide for the replacement of any assets destroyed by fire, explosion or other 
catastrophe, and the amount of the reserve, $700,000, is related to the maximum 
probable loss of assets other than large Arctic vessels. These vessels were formerly 
commercially insured for $6,180,000, but by a decision of the Board of Directors 
taken in May 1971, the policy of insuring Arctic vessels was reversed and insurance 1s 
not now carried. | 
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In the fiscal years 1968-69 to 1971-72 the Company was authorized to borrow an 
aggregate amount of $23,100,000, subject to certain terms and conditions prescribed 
by the Governor in Council, to finance the acquisition of transportation facilities for 
use on the Mackenzie River and Central Arctic coast. Of this amount $21,100,000 has 
been borrowed, $5,250,000 has been repaid and the remainder of $15,850,000 is 
repayable by October 15, 1976. Principal and interest totalling $2,723,000 is payable 
within one year. 


The following is a summary of the results of the Company’s operations for the 
past two years: 


Year ended December 31 
1971 1970 
Income— 
fN(e) | ay de A NRA Hed’ cone UAT SAT FA OR RR NR eae $ 7,754,000 $ 8,515,000 
Expense— 
Operation and maintenance: 
Pa MITES AC WAe sau ees cc wlan hele SO mmee eet Nees atl Hato ae ae 2,951,000 3,037,000 
DE PreClAtlON wen ater es hit oe et ee ee EE Re et a ey ae. 2,208 ,000 1,947,000 
Repairs and maintenance? - acct. a cae eee at aks eg ah, sere 865,000 1,227 ,000 
BP AVOIS ACL ULL CS Usae Micin ne otal vaca” are greene va dom. it ad ear 556,000 555,000 
PRESS LTTE Deacons herria tare a coh and top eM MaReee hoe OSE eRe rd anne SER ee 144,000 194,000 
(OTe TS Cea te cn RE i Reo ee ee Ltn tL, RED, Saree CRU 1M ve 479 000 598,000 
. 7,203,000 7,008,000 
SODA ISYaULO MS Raber Le 1. Du ae Re Pa ee ee ake eee LAN! Sucks Ae eee 691,000 592 ,000 
7,894,000 8,150,000 
easen MetINCOME \ilTOIn ODeClaviOnsss san \.nius «nals cere teeta chee yore al cake epee 140,000 (365,000) 
WITSCEIEANEOUSUNCOME . < Fey et Vac en gy Bee sya tie ee Ate wine b Radeiaes Oe 78,000 110,000 
62,000 (475,000) 
tnterest-on-loans frome Canada, pea Fee ae ee ets Ae ote 1,160,000 1,019,000 


BN TRLOSS OF Hele OPER ric Daas cite RUS, tt eee Me AGE enna ane Come tee oe iae Mee e $ 1,222,000 $ 544,000 


Despite the fact that the tonnage handled was about 1% higher than in 1970 
there was a decline in revenue of about 9% due to a further reduction in long-haul 


freight for oil exploration in northern Canada and an absence of freight to the 
Prudhoe Bay area of Alaska. 


392. Polymer Corporation Limited and subsidiary companies. Polymer Corpora- 
tion Limited was incorporated in 1942 under the Canada Corporations Act, R.S., c. 
C-32, pursuant to the provisions of section 6 of the Department of Munitions and 
Supply Act, 1939, c.3, for the purpose of producing synthetic rubbers and chemicals. 
To enable the Corporation to become more diversified, its purposes were extended 
by supplementary letters-patent issued in May 1970 to include other products and 
services. The head office of the Corporation is in Sarnia, Ont. 


The Crown’s equity in Polymer Corporation Limited and its subsidiary compa- 
nies at December 31, 1971, amounted to $117,801,000 comprising capital stock of 
$30,000,000 and retained earnings of $87,801,000. Dividends of $500,000 paid to the 
Receiver General in 1971 were $2,500,000 less than in 1970. 


CROWN CORPORATIONS 289 


At December 31, 1971, the Corporation had seventeen wholly-owned subsidiar- 
ies: five in the United States, including Polysar Plastics, Inc., incorporated during 
the year, and Decorative Components, Inc., purchased during the year; three in 
Switzerland; two each in the Netherlands and Canada; and one each in Britain, 
Belgium, Italy, Mexico and Sweden; and also held a 95% equity in two subsidiaries 
in France. 

The Corporation was also a minority shareholder in companies in Canada, 
Mexico, South Africa (sold during 1972), and the United States from which it 
received dividends of $529,000 and in which $9,889,000 was invested at December 31, 
1971. During the year the investment of $2,970,000 in one company was written down 
by $1,000,000 (see paragraph 208 of this Report), the investment of $65,000 in a 
company which suspended operations was written off in addition to payment of 
$210,000 in connection with the Corporation’s guarantees to that company’s credi- 
tors, and the Corporation’s share, $214,000, of an operating loss of another company 
was charged to expense. Except to the extent of the foregoing amounts and 
dividends received, no provision has been made in the accounts for the profits and 
losses of companies in which the Corporation was a minority shareholder. 


Net additions to fixed assets amounted to $14,720,000 of which the greater part 
was spent on the butyl and latex facilities in Canada, France and Belgium for 
added production capacity, pollution abatement programs and for improvement of 
technical service facilities. 

Long-term liabilities totalled $39,358,000 at the year-end. Of this amount $16,- 
415,000 is payable in Canadian currency and the balance in foreign currencies as 
follows: F fr. 36,125,000 ($7,350,000), B.fr. 250,000,000 ($5,405,000), S.fr. 25,000,000 
($6 ,244 000), and US$3,800,000 ($3,944,000). 

The following is a summary of the operations of the Corporation and its 


subsidiaries for the past two years: 
Year ended December 31 


1971 1970 
Income— 

Saya CRUE te ee woah oP Ban. ha ih Pe he rir An eerie awe Bee Gea aries hares $ 170,247,000 $ 150,571,000 
CGS ER hea Re eet we en aren ets Pe ne a nib Darere Mad Mid sea tole 4,425,000 6,108,000 
174,672,000 156,679,000 

Expense— 
GSU ALCS See ee ered eh aula Wises GRMN ive “OI oo he wit Riera 147 967,000 125,053,000 
Selina acministracion and TEsearch «)..45 4.4 sew b oe Grin eae Goee ate 25,968,000 22 496 000 
173,935,000 147,549,000 
NerIMCOING Del OTe POlOW NR ILOINS 214 ccatrasu chem steed uraayiterctaerdep oleate 737,000 9,130,000 
PCGVISTON TOP INCOME TAX «ore onda s fletpom eas tempo ea eermmens (438,000) 581,000 
MIIMOLILY: INterest ISU DSL LAY COMP ADICTS. j.pierg sere es sists sca tae ones tong (97 ,000) (10,000) 
(535,000) 571,000 
Wetrimconie before’ extraordinary ntelns: pense oie Oe ae wie 1,272,000 8,559,000 
IRE OPCIMATY = CLAS. OE a hn ot Bon teks cre Succ ge inet ws ale do edged ieee ne | 779,000 1 499 ,000 


INET AILCOUICHESN carne ets J eet, Conde ND alot RL As eg sneha deen arabe h tesey hd eas) $ 493,000 $ 7,060,000 
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The extraordinary items comprise $1,065,000 written off investments in which 
the Corporation had a minority interest, $210,000 paid as guarantor of the debts of 
the company which ceased to operate, and $496,000 for a favourable adjustment 
arising from currency revaluations. 


The decrease of $6,567,000 in net income is largely the result of rising costs and 
the strengthening of the Canadian dollar. 


In July 1970 a firm of chartered accountants was appointed as joint auditor, 
with the Auditor General, of the Corporation. , 

On July 31, 1972, the Corporation was sold to the Canada Development 
Corporation for an immediate base payment of $62,000,000 plus an additional 
payment, not exceeding $10,000,000, based on profit performance in 1973 and 1974 
with respect to rubber, latex and plastics products. (See paragraph 207 of this 
Report.) 


353. Royal Canadian Mint. The Mint, founded in 1908, was incorporated as a 
Crown corporation on April 1, 1969, under the Royal Canadian Mint Act, B.S., c. 
R-8, with the objects of minting coins in anticipation of profit and carrying out 
other related activities. The Board of Directors consists of a chairman, the Master of 
the Mint and five other directors. The head office of the Mint is in Ottawa. 


The Crown’s equity in the Mint at December 31, 1971, was $2,300,000 consisting 
of $1,000,000, being the maximum reserve for losses established pursuant to section 
21(1) of the Royal Canadian Mint Act, and $1,300,000 due to the Receiver General 
for Canada, being the amount of income over expense in excess of that permitted to 
be credited to the reserve. The main equipment of the Mint is rented from the 
Department of Finance. 


The following is a summary of the income and expense of the Mint for the past 


two years: 
Year ended December 31 


1971 1970 
Income— 
SE Ce A ae eT RACER INS IBID, tp ARN DER Or APR AL SN RUC eee Se Mee $ 13,611,000 $ 8,167,000 
Peete lt PAC ATIOS etree rise wees «Nai ait eek vow ne Pardee es seeder toe ne wee Salar e 452,000 471,000 
14,063 ,000 8,638,000 
Expense— 
CSAC eT IAIS ISOC eee hte ee eae ek nc teh coin teh a ane ee 7,845,000 4 355 ,000 
Salaries wares and Gmployes: DENELUS Bic ec ag aeat cviayes Ha eo akeceia carah 2 867 ,000 2,620 ,000 
Bundmparnd.equipment rental out meuscc. sec os ae Slane Lee amen age 523,000 519,000 
Giclees ANIC Sip piicsment yen fay fo caee wich va oy ain Coad tons See tte ak OU ae 472,000 432,000 
Transportation ANG COMMUNICALIONS oo isa c+ sae cde vate ent eee wom 350,000 203,000 
DOCUELU Vine ies CPLR Es yh eh Pee Pag tA Ey Os kee Maka eens 209,000 186,000 
ESPEN R CO) ERA (2: 2 Nv BER: Mien Oh MEIER Cae OY Ore RPI IRar TBE hee Py eA 56,000 28,000 
PTIROTOSE +. ito ctek SNe emehe cine oe tune Mae eee Tce tcd bce as or lenae a ema ear eee 52,000 179,000 
eR ses and Ine OLONaMCe Lua Ncn sets nae tia wereke ss Heiss inden ema 26,000 16,000 
CCT er eee eS ede ecu ome oon ee Bee eS Neg Sn peda eh ee sees PER W eRe eRe 28,000 22,000 


12 428,000 8,560 ,000 


Hxeess Of INCOME. OVER-CX Pensa. & yk. Mit eaters hes ai Ae tees ct eR eke $ 1,635,000 $ 78,000 
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Operating costs do not include the costs of cheque issue and payroll services 
provided by the Department of Supply and Services and these costs have not been 
determined by the Department. It 1s general policy that Crown corporations pay for 
these services and we suggest that the Department of Supply and Services bill the 
Mint for them. 


The decrease of $127,000 in interest was due to repayment of loan indebtedness 
in the early months of 1971. 


The following inventories were held on behalf of the Department of Finance at 
December 31, 1971: coin, $3,612,000 (face value); gold bullion, $5,879,000; and silver 
bullion, $2,094,000. The Mint also held for safekeeping gold bullion valued at 
$1,896 000 which was owned by others. 


394. St. Clair River Broadcasting Limited. This Company, which was incorpora- 
ted under the Ontario Corporations Act, R.S.O., c.71, was acquired by the Canadian 
Broadcasting Corporation pursuant to authority contained in the Broadcasting Act, 
R.S., c. B-11. It is a wholly-owned subsidiary and its objects include the acquisition, 
ownership, maintenance and operation of television broadcasting stations. Its head 
office is in Ottawa. 


The equity of the Canadian Broadcasting Corporation in the Company at 
March 31, 1972, was $196,000 comprising capital stock of $1,600,000 and an operating 
deficit of $1,404,000. 


On July 24, 1970, the Company entered into a partnership agreement with a 
private company to purchase with retroactive effect from March 1, 1970, Windsor 
television station CKLW at a price of US$5,000,000. At the effective date of 
acquisition the tangible assets of the television station were valued at $4,230,000, 
which included $1,169,000 for an inventory of film rights. 


The Company has a one-quarter interest in the partnership. The Company and 
the partner each contributed in cash US$1,250,000, one-quarter of the purchase price. 
The remaining half of the purchase price, US$2,500,000, was met by notes of the 
partner due to mature on May 31, 1975, and bearing interest at 9% per annum. 
Under the partnership agreement the Company is to pay the interest on the 
partner’s notes. 


The Company has the option of acquiring up to a 49% interest in the partner- 
ship at any time prior to May 31, 1975, and an obligation to purchase on that date 
its partner’s share at its cost plus interest. 


Up to March 31, 1972, the Company had contributed $1,574,000 to the partners- 
hip which incurred operating losses totalling $1,847,000 for the year ended March 31, 
1972. This amount is made up of a loss of $1,089,000 for the five-month period to 
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August 31, 1971, based on the audited financial statements to that date which 
included $512,000 (net) for film rights written off, and a loss of $758,000 for the 
seven-month period ended March 31, 1972, based on unaudited interim financial 
statements. This loss of $1,847,000 was reduced by a depreciation adjustment of 
$109,000 retroactive to the date of commencement of operations of the partnership. 
At March 31, 1972, the cumulative deficit of the partnership was $4,872,000 of which 
the Company’s share was $1,218,000. As a consequence the Company’s equity at 
March 31, 1972, has been reduced to $356,000. 


The following is a summary of the net cost of operations for the year ended 
March 31, 1972, and the thirteen months ended March 31, 1971: 


Thirteen 
Year ended months ended 
March 31, 1972 March 31, 1971 


Income— 
Interest on.cash contributed to. the partnership <4 0. 6..3 < esie wae ee sees $ 114,000 $ 82,000 
LE TE cll a aaa Sal Saad EA ANT AS, Selah SU alae i 10,000 9,000 
124,000 91,000 
Expense— 
BEIAEERO DAL CMETSIII LORS... qrctcalsc ore sagas he Maen aecuitatine.< S45 duei a Rees 434,000 784,000 
IM beresmols PAlenels TOLesa roan. . 4c gees sheet tetas od see eg 237 ,000 156,000 
INGINTDDNESET A ULVIETEX DOTISCjz kes ced chs os eins os. se Rete aes os G0 GS ye Sees 3,000 5,000 
674,000 945,000 


PSS es tenes eae, i ws Gg std mks ome rts aes oh, Ra ae ar ther Noe pees MORRIS ae Sine $ 550,000 $ 854,000 


It should be noted that unless the losses experienced to date by the partnership 
are offset. by subsequent profits, the Company will have to absorb the full loss of 
$4,872,000 because of the requirement that on or before May 31, 1975, it purchase its 
partner’s share at cost, $3,750,000, plus accrued interest and its partner’s share of any 
accrued profits to date of sale. 


395. The St. Lawrence Seaway Authority. Established by the St. Lawrence 
Seaway Authority Act, R.S., c. S-1, the Authority is a corporation consisting of a 
president and two other members appointed by the Governor in Council. Its head 
office is in Ottawa, with operating headquarters in Cornwall, Ont., and regional 
headquarters in St. Lambert, Que., and St. Catharines, Ont. It maintains and 
operates the Canadian section of the 27-foot deep waterway between the Port of 
Montreal and Lake Erie; comprising the Montreal—Lake Ontario Section and the 
Welland Canal. The section of the Seaway in the United States is operated by the 
Saint Lawrence Seaway Development Corporation. Toll revenues derived from the 
operation of the Montreal—Lake Ontario Section are divided between the two 
Seaway entities in accordance with an agreement approved by the Governments of 
Canada and the United States. 


SR. ET 
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The Authority also operates a non-toll canal at Sault Ste. Marie, Ont., and 
administers former canals and other properties at Lachine, Que., Cornwall, Ont.., 
and in the Niagara Peninsula, the net operating cost being provided for by annual 
parliamentary appropriations. 


The Crown’s equity in the Authority at December 31, 1971, was $706,944 ,000 
comprising capital assets transferred from the Department of Transport (Welland 
Canal), $130,255,000, loans, $556,750,000, deferred interest, $99,578,000, contribution 
by Canada for acquisition of capital assets, $86,000, and accumulated deficit, 
$79,725,000. 


The operating results of the Authority in respect of the Montreal—Lake 
Ontario and Welland Sections of the Seaway for the past two years are as follows: 


Year ended December 31 


1971 1970 
Income— 
Mit Gee ttt eRe i nar ni ener heres ie PRG Vc ae wee GREER Wee $ 24,388,000 $ 22,143,000 
The Seaway International Bridge Corporation, Ltd—net income...... 151,000 204,000 
(CIS CGIe SOME 4 Sia Sah ee AINE) belie < SON Oa: Reem aan v ae Ree tear nme ELE Cea | 3,253,000 2,353,000 
27 ,792 000 24,700,000 
Expense— 
Opcration and meaintenancer Ax ont waned fas A eee , ahed date ty eek: 15,558,000 13,198 ,000 
PICACCIATLErS BClINisLPALLON sr ices ate havc Ges Pe se ame bees ee oe oe 3,001,000 3,017,000 
PE OISHTUICLIOMOLANC hee sseihes ha we ahs ates Lene sa SS ee EIR Oe: Lee 2,572,000 2,326,000 
UIC OLA D vtettbee eee Messe utd ist Bie.) A ES EES SEWN Path aa ERS Oe here oo Se 2,064 ,000 2,121,000 
FVEPIOM Al SCIMINIStIA LIONS sot Ghee ls 4 ies eit ok eta ee Saad ees FT Cae 2,154,000 1,867,000 
25 349,000 22,529,000 
Portion allocated to: 
RE OTIC EDUC ULON pert et fo esl Oe rl Mtg ok on Ca a Ole a AR a sl 2,953,000 2,757,000 
INon=tOll cals ester ON bie 0d ads 1 etka ae ee ae Sen ee 457,000 408 ,000 
3,410,000 3,165,000 
21,939,000 19 364,000 
Net operating income before providing for interest and for replacement of 
MACMINCLIEANCCOUIDIMENIG etter nce ee ete he skate. rs ae cot eee ns egies 5,853,000 5,336,000 
PNCCTEs OD LOANS POMC ANALG fad. daitos Fo nceal es Rie eee tink Ss Lee ee 21,781,000 19,825,000 
Provision for replacement of machinery and equipment................. 1,114,000 1,042,000 
Duperest on Clalansiey ui gah este evi aves POA dy «dua ey Pubs Jas Ose — 3,000 
22 895 ,000 20,870,000 
USSE LEC Sire I Soh Se Se Ra RD eg RL ney ee ete a ovine Ake ite eg Os, Ore $ 17,042,000 $ 15,534,000 


The following summary shows the operating results of the Montreal—Lake 
Ontario Section for the past two years together with the cumulative operating 
results from the opening of the Seaway in 1959: 
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Year ended December 31 


Cumulative to 


December 31 
1971 1970 1971 
Income— 
ERO LISC ESE H Re Cy Sars fees Oe ee Ere viene ae $ 20,041,000 $ 18,599,000 §$ 177,072,000 
ROLE Tera h RABI G writ GOT ptilNe ate ee GARY GUN cote, alanine aaa ca 2,147,000 1,358,000 10,409,000 
22,188,000 19,957,000 187 ,481 ,000 
Expense of operation, maintenance and administration 9 396 000 7,481,000 57,214,000 
INGTEODEROIZIE TLICOME cietattine sakes ee tae cle tre teas oy 12,792 ,000 12,476,000 130 ,267 000 
IPELEStROWOALIS: soar ne mats ahomes Rue ee ener 19,769,000 18,800 ,000 197 668,000 
THPSLeSHOINClAIMIS¢. 0. ook ta eee ok Wine alae arent iets — 3,000 494 000 
Provision for replacement of machinery and equipment 1,114,000 1,042,000 11,724,000 
A CSOIS SN ERIGCN Olds. pacts a8 oti eee tees oe a eee —_ — 180,000 
20 883 ,000 19,845 ,000 210,066 ,000 
8,091,000 7,369,000 79,799,000 
Less: Special maintenance program provided for by par- 
LraYnentary appropriation 08 wees) ats vids bee owes Rone 74,000 — 74,000 
$ 7,369,000 $ 79,725,000 


DerCiieere oak Oe aetehe Cte otic oo ae cates AR $ 8,017,000 


The increase of $1,442,000 in tolls is due to an increase in Seaway tonnage from 
51 million tons in 1970 to 53 million tons in 1971. The entire increase was in general 
cargo which bears higher tolls. 


Section 17 of the St. Lawrence Seaway Authority Act requires that tolls provide 
revenue sufficient to defray the cost of operations including provision for repayment 
of the capital indebtedness. The foregoing summary of operating results shows that 
since the opening of the Seaway in 1959 a deficit of $80 million has accumulated 
without any provision for repayment of the capital indebtedness of $338 million 
which the Act requires be met from earnings by December 31, 2009. If this obligation 
is to be met, toll revenue over the 38 years from 1972 to 2009 must average over $35 
million annually on the basis of 1971 costs. The toll revenue for 1971 was $15 million 
short of meeting this requirement. 


The operating results of the Welland Section of the Seaway for the past two 
years are as follows: 


Year ended December 31 
1971 1970 
Expense of operation, maintenance and administration ................. $ 12,543,000 $ 11,884,000 
Income— 
Loekaeweifees: 20; 2.1. ED eh ee ate ETT MN DR Ds ue DR 4 347,000 3,045 ,000 
REV Cale ew NATL AReMelCt gc Glee ee OLE re ae ie De UES E Pees Lt Arey: 1,256,000 1,198,000 
5,603 ,000 4,743,000 
INGE OP OMT LOSS eh uo a ei a RS A re Shea Tei cet te aad 6,940 ,000 7,141,000 
INUELESE OL LOANS ce cles ee eee, ne ee ee nee eee re eee ee ee 2,011,000 1,024 ,000 
UOT C UE ars wa sce nk es cp eran ae aN Ota edn ea a rage ae $ 8,951,000 $ 8,165,000 


} 
; 
; 
| 
t 
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Year ended December 31 


1971 1970 
Deficit provided for by— 
PUTHMSPOLELY OLEL05 CV Ole G0 11 97 0271) eo Siete cid os Ala ties weve fob ke $ 8,870,000 $ 8,165,000 
Transport Vote 97a (special maintenance program) ...............e0e- 81,000 — 


$ 8,951,000 $ 8,165,000 


With the opening of the Seaway in 1959 the operation and management of the 
Welland Canal became a responsibility of The St. Lawrence Seaway Authority. 
Tolls were suspended in 1962 and the annual operating deficits since 1959, totalling 
$87,561,000 to December 31, 1971, have been recovered from parliamentary appro- 
priations. The lockage fee of $20 a lock which was introduced in 1967 has been 
increased by $20 annually and reached the $100 ceiling in 1971. 


An agreement made in 1959 between the Authority and the Saint Lawrence 
Seaway Development Corporation established a joint tariff of tolls for the Seaway. 
The agreement provided that the division of tolls from the operation of the 
Montreal—Lake Ontario Section would be initially 71% to the Authority and 29% 
to the Corporation, and that these percentages would be adjusted from time to time 
so that the Authority and the Corporation would receive a portion of the tolls in the 
ratio of their respective annual charges for operation, maintenance, interest and 
retirement of debt to their combined annual charges in respect of that portion of the 
Seaway. | 


In March 1967 the Governments of Canada and the United States agreed to 
continue the existing schedule of tolls for the Montreal—Lake Ontario Section, to 
divide tolls on the basis of 73% to the Authority and 27% to the Corporation, and 
that the sufficiency and division of tolls might, at the request of either entity, be 
reviewed at the end of the 1970 navigation season, with a view to any necessary 
adjustment in accordance with the provisions of the 1959 agreement. Neither of the 
Seaway entities requested such a review. 


The original conditions under which loans were made to the Authority for the 
Montreal—Lake Ontario Section of the Seaway under section 28 of the Act required 
the payment of interest only, in the first three full years of operation (through the 
year ended December 31, 1962), and thereafter payment of annual amounts suffi- 
cient to amortize all loans and interest thereon over a period of 47 years (or by 
December 31, 2009). The terms of the Authority’s financing arrangements were 
amended in 1961, 1963, 1964, 1967 and again in 1968 and now provide that loans in 
respect of the Montreal—Lake Ontario Section of the Seaway, together with inte- 
rest, are to be repaid in such amounts each year as the cumulative net profits of the 
Montreal—Lake Ontario Section, before amortization of the loan principal, will 
permit. Unpaid interest bears interest until paid and the principal and interest are 
to be fully paid on or before December 31, 2009. At December 31, 1971, loans in 
respect of the Montreal—Lake Ontario Section amounted to $337,900,000 and 
unpaid interest to $81,147,000. 
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For the Welland Section, loans to finance improvements totalled $218 850,000 of 
which $72,500,000 is interest-free and the balance of $146,350,000 provided since 
September 22, 1966, bears interest, of which $18,432,000 had accrued up to December 
31, 1971. This amount of $18,432,000 is interest capitalized during construction and 
payments of principal and interest are not to commence until December 31 of the 
year in which the Minister of Transport determines that each modernization project 
is completed, at which time the terms of repayment are to be determined by the 
Governor in Council. Interest charged to operations in 1971 totalled $2,011,000 
compared with $1,024,000 in the prior year. The increase reflects the decision to cease 
capitalizing interest on costs related to land, design work, etc., incurred on projects 
related to future improvements. 


The costs of operating and maintaining the canals and works under the admi- 
nistration of the Authority are defined in section 17 of the St. Lawrence Seaway 
Authority Act as including all operating costs of the Authority and such reserves as 
may be approved by the Minister, together with loan interest and amortization of 
loan principal. The Authority is of the opinion that it is not necessary to include 
depreciation as an element of operating and maintenance cost and that the amorti- 
zation over the fifty-year period of the principal of the amounts borrowed together 
with the interest meets the requirements of this section. Accordingly, no provision 
for depreciation has been included in the costs of the year. It is important to note, 
however, that no amortization of principal has been made up to December 31, 1971, 
and while interest has been accrued annually, payment of a substantial portion 
thereof has been deferred. 


As in previous years, provision was made for replacement of lock, bridge and 
building machinery and equipment of the Montreal—Lake Ontario Section. The 
provision for 1971 amounted to $1,114,000 and the accumulated provision at Decem- 
ber 31, 1971, to $11,117,000. As in prior years, no provision was made in 1971 for 
replacement of machinery and equipment for the Welland Section. 


The following matters have been outstanding for some years: 


(a) In 1956 an arrangement was made between the Authority and three municipalities whereby the 
municipalities would contribute $250,000 towards the cost of extending the collector sewer 
which was then being constructed as the main part of the Authority’s South Shore remedial 
works. In 1961 two of the three municipalities passed official resolutions to accept the 1956 
proposal and to share in the $250,000 contribution. The sewer extension was completed in 1963 
at a cost of $480,000 and the municipalities were billed in February 1964 for their contribution. 
No payment has been received by the Authority from the municipalities, two of which are said 
to be under trusteeship of the Province of Quebec because of financial difficulties. During 1966 
the Department of Justice, on behalf of the Authority, appointed an agent to take legal 
proceedings. On September 18, 1970, details of the matter were conveyed to the Federal-Pro- 
vincial Relations Secretariat of the Privy Council Office. 


| 
| 
| 
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(b) The Beauharnois Canal, constructed by the Beauharnois Light, Heat and Power Company, 
was conveyed to the Crown in 1932 with the Company, which has since been taken over by the 
Quebec Hydro-Electric Commission, retaining the responsibility for certain operating and 
maintenance expenses of the Canal. The Canal became part of the St. Lawrence Seaway in 
1959. The Authority has not been reimbursed its maintenance expenses on the Canal since 1962 
as the Commission takes the stand that it 1s not responsible for these costs because of 
provincial legislation passed in 1962 which dissolved the Beauharnois Light, Heat and Power 
Company. Settlement of the issue continues to rest with the federal and provincial govern- 
ments. (See paragraph 65 of this Report.) 


The following table summarizes for the past two years the expense, income and 
capital expenditure relating to the non-toll canals operated or administered by the 
Authority: 


Year ended December 31 
1971 1970 
Expense— 
ere OMG Has Le ANC, ances Fee Shee es a <P coed Po AES Da encs Peres $ 1,184,000 $ 1,480,000 
rons enrol mUDICi pal Maxes.4 a, oe bw DEI we Pe ee le on ee 472,000 519,000 
ime mEeD ET ET ees Dl OST ATMs e ten cc aise foc cnd vie anc ale te eda eieine eesti dm aes 214,000 ~ 
Portion of Authority’s administration and engineering expenses appli- 
Cea weOOU EULA Sea ee ete he Bucy, ae aah Aa elas wh Apes Rata, Syston kok 457,000 408 ,000 
2,327,000 2,407,000 
Peo cy Olr TONTAIS  WHATIO ZO? CLC e hae oe ee lee ee EM tins o Ae ee Gey 581,000 579,000 
RON PR RIAEME LTS C Lear ere Tuc Seen I Rea ots WAG Ue alin Cave Ph MM Ri wle al AINA 1,746,000 1,828,000 
Oe TEND ETIC ELIE Mies Penta. cine apa houte wits Peon gs eee OR ogee 10,000 7,000 
Mperaine dencit And cap italex pen Gieure si caw kine hd les Fk cece s bs Vemma $ 1,756,000 $ 1,835,000 


Operating deficit and capital expenditure provided for by— 
ERFAMISDORU WY OLE LQ OPOr LOL La9e  hes v ha taty Say pies sii ara a ee lee ohana ee tes $ 1,557,000 §$ —~ 
1,417,000 


Pra isDOli UN Of090 Ole UUs Elia. tae Patio een Ax Oe owiehe hee 199,000 
SEE IS DCT OUE OOle Le 0) ctu ahs ti often ob ek wtsnatelal clara we ola a erste ar ek aie ait — 418,000 
$ 1,756,000 $ 1,835,000 


356. The Seaway International Bridge Corporation, Ltd. This Corporation was 
incorporated in 1962 under the Canada Corporations Act, R.S., c. C-32, pursuant to 
section 27(1) of the St. Lawrence Seaway Authority Act, R.S., c. S-1, as a subsidiary 
of The St. Lawrence Seaway Authority to operate and manage the international toll 
bridge between Cornwall, Ont., and Rooseveltown, N.Y. The bridge is jointly owned 
by The St. Lawrence Seaway Authority and the Saint Lawrence Seaway Develop- 
ment Corporation (a United States Government corporation). The Authority’s 
interest is represented by capital stock of $8,000 and the Corporation’s interest by 
debentures of $8,000. Each entity has four representatives on the Board of Directors. 


Under the terms of the bridge operating agreement between the Authority and 
the Corporation, the annual net income from operation of the bridge system is to be 
first applied towards the amortization of the cost, including interest, of the North 
Channel Bridge and the remainder, if any, divided equally between the Seaway 
entities. 
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The following is a summary of the operations of The Seaway International 
Bridge Corporation, Ltd., for the past two years: 


Year ended December 31 
1971 1970 
Income— 
BATES CH btirn « Cae Silat Wana Win PeSe oh ore ota ert ess Fre ets ae eet ee ane ee $ 477,000 $ 492,000 
Goh (tol We Lae Re ie ARAN Ob ties EROS SEN aC. oe mT eee Lee SLT aA Al deg rhe A Lg Br A 16,000 20,000 
493 ,000 512,000 
Expense— 
Salaries, wares and employee benefits iw 02.4 fees se has ou od ee Demers 249 000 230,000 
Mainrencance MaLerials:and, SOrVICES fo snces co Was oe had Sol hea Od de ee 28,000 16,000 
GEanit intial Gl MmUnlclpal CAKES” ghone saad ewe moe «aa ea ak en eae ee 15,000 16,000 
Reiter tour collection machines ac oa a wade a eam oe a UR as tee eee ee 13,000 13,000 
CCE UA SPINE Gi msauoe WHR 4 ini Soas v0 es REPRE ee eaeineks Slane ne anal Sad oe Ne es 13,000 12,000 
Tei en ee cal See LORS s WARS i ope oe, Be te ol, ae oe eRe ee ee 24,000 21,000 
342,000 308,000 
Net income—transferred to The St. Lawrence Seaway Authority.............. $ 151,000 $ 204,000 


The amount of $151,000 was transferred to The St. Lawrence Seaway Authority 
to be applied towards the amortization of the cost, including interest, of the North 
Channel Bridge. As this amount was insufficient to cover even the interest charges 
of $552,000 for the year, the unamortized balance increased by $401,000 from 
$11,012,000 at December 31, 1970, to $11,413,000 at December 31, 1971. 


357. Uranium Canada, Limited. This Company was incorporated in June 1971 
under the Canada Corporations Act, R.S., c. C-82, pursuant to section 10 of the 
Atomic Energy Control Act, R.S., c. A-19. The authorized share capital of the 
Company consists of 1,000 shares without nominal or par value, not to exceed in the 
aggregate $50,000. The Company is managed by a Board of Directors, consisting of a 
president, three vice-presidents and three other members, all appointed by the 
Minister of Energy, Mines and Resources from the ranks of senior civil servants. It is 
an agent of Her Majesty and acts on behalf of the Federal Government with respect 
to the acquisition and future sale of the stockpile of uranium concentrates estab- 
lished under a joint venture agreement with Denison Mines Limited. The head 
office 1s in Ottawa and the Department of Energy, Mines and Resources provides 
administrative services to the Company without charge. 


In 1971 the Canadian uranium industry was faced with a serious over-supply 
situation due to the large excess of production over demand in the Western World 
and to the substantial quantities of uranium available from existing stockpiles. The 
possible shut down of a uranium mine at Elliot Lake, Ont., and the consequent 
unemployment in the area created a particularly serious threat to the continued 
existence of that mining community. In order to assist the community by maintai- 
ning employment, the Federal Government agreed upon a joint stockpiling program 


4 
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with the major employer in the area and formed Uranium Canada, Limited to 
represent Canada in all commercial activities relating to the purchase, storage and 
sale of the joint stockpile. The agreement ensures the continued operation of the 
Elliot Lake mine through 1974. 


Energy, Mines and Resources Vote Llle of 1970-71 provided $29.5 million to 
fund Canada’s share of the joint stockpile. From the date of inception on June 21, 
1971, to December 31, 1971, 2,005,667 lbs. of uranium concentrates were stockpiled at 
a cost to the Crown of $9,319,000 for its 76% interest in the stockpile. 


Other Crown Corporations 


358. The paragraphs that follow deal with the several Crown corporations 
which are not audited by the Auditor General. In each case an introductory 
comment describes briefly the origin of the corporation and the nature of its activity 
followed by comments regarding the Crown’s equity in the corporation, a summary 
of the operations for the year in comparison with the preceding year, and any other 
matter that might be of interest to the House of Commons. 


359. Air Canada. This Corporation was established by the Air Canada Act, 
R.S., c. A-11, as a wholly-owned subsidiary of the Canadian National Railway 
Company. The Board of Directors consists of nine persons, four of whom are 
appointed by the Governor in Council and five elected by the shareholders. The 
latter directors are also directors of the Canadian National Railway Company. The 
head office of the Corporation is in Montreal, Que. 


The Corporation is authorized to establish, operate and maintain air lines or 
regular services of aircraft of all kinds, to carry on the business of transporting mails, 
passengers and goods by air, and to enter into contracts for the transport of mails, 
passengers and goods by any means and to carry on the business of warehousing 
goods, wares and merchandise of every kind and description. 


Canada finances Air Canada with advances to enable the Corporation to meet 
current operating and income charges, and with loans authorized by annual Finan- 
cing and Guarantee Acts. 


The Crown’s equity in Air Canada through its parent company and by direct 
investment at December 31, 1971, was $678,063,000 represented by: notes and 
debentures, $631,602,000; interest and dividends payable, $7,310,000; share capital, 
$5,000,000; and retained earnings, $34,151,000. 


The following is the Statement of Income and Retained Earnings of Air 
Canada for the past two years: 
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Year ended December 31 
1971 1970 
Operating Revenues— 
Pee Eiaty Guin ay wham on eceah Sacten tem iions Thon Selah tie na es a aeR aa $ 410,407,000 $ 387,486,000 
dca teg an Qe aleleo.¢ 4) oan eae Te Aro eae Renan CRM rer rere 53,405,000 52,506,000 
EW er. Sat tee a On A ny a see ARES pee eee en 16,677,000 16,229 000 
ELIE O09 oN GIR AS AROS, Se st LE Ce dog SE ator BEA WAGs PRE eh SERUM Nt Rh 19,550,000 15,686 000 
Tnreeniteal services—Net. ...ihoe ele eae ieee ey ice eee ate nee 8,302 ,000 6 352,000 


508,341,000 478 ,259 000 


Operating Expenses— 


VIL OETA LIONS tp. ais a ads Rickoad ca tawal t Leanne, SUN incls soos a ma eee teens 107,661,000 101,763,000 
VIGIV Cele CORE aii cy tdsds Sacks Ora sence Mico re ty vie ee SE ee 80,834,000 82,813,000 
PASSO OCESCLV ICO. AN yon er ath cs ae SRE Geen Sara tal Cie oe as 54,371,000 50,665 ,000 
AIreYatt aril tFalile SCLVICINOe aie aw AAT ke ae tae ena Skea ae 79,796 ,000 75,763,000 
ALCS ICDL OMIO LION. + ee mth bm das oe aie anaes Se ae cr eR caida cae Re ee 75,638,000 75,384 ,000 
erie ra leone CLIPS PALLY Or eee ne okt Aenea c wheat Mie Wnts w'd'e ho yl tern BE 23,016,000 23,781,000 


Derreria ACH at. ODSOLESCCNCE 8 San eqan cts surangas 5 ee as ee 58,769,000 47 227 000 


480 085 ,000 457 ,396 ,000 


WP ERAE ET LNCO Mei had our ences otottals ek Cts Ph gust aot oe cM Ra eae eek 28 ,256 000 20,863 ,000 
Non-Operating Expenses (Income)— 
MMU shi scar tone et 4 Ie an SORD lon, EE OID NER SaR eR einen a eee naw FeO Ee NIP 31,861,000 31,920,000 
ANUCTOR COD EreEAOOl tas eas Thank tor col ne oe AD, oe aE ee. (3,868,000) (5,728,000) 
GalMsOncispOSal OL aSSelScn om teks eek es eet, eet k 4 5ck eaten (527,000) (122,000) 
NOn-OpERAtIN InCONTe——Net. ai. da soe ars ee ok kw ceteris (2,072,000) (3,063,000) 
25 ,394 ,000 23,007 ,000 
Net Income (Loss) Before Deferred Income Taxes................0005 2,862,000 (2,144,000) 
Weterved Micome n) AXeshi tonics 1G Lh Sahn oe aes Taek VEE Oe 1,200,000 (1,072,000) 
BMP Ca TIC OUR Clas ren crane sae TEM ence cali eae cis, PER GE ek ee ee 1,662,000 (1,072,000) 
Retained Earnings— 
erauice at DegInniny Ol Veuriry.. ¢ os. ut ao eae en ee te a 32,689 ,000 27,725,000 
Admstment of deferred'ancome taxes <0. ib. nateue west oes eres — 6,236,000 
Deal rch see etme te Cleo ere © adh ch cots ala ATE al wy UR a Geo (200,000) (200,000) 
DAM CeAWENC OLY CAE Ee Aon het eee ae. Bae abs Bee $ 34,151,000 $$ 32,689,000 


Air Canada employees numbered 17,266 at December 31, 1971, a reduction from 
17,447 the year before. 


The Act provides that the accounts and financial transactions of the Corpora- 
tion shall be audited by the auditor appointed by Parliament to audit the accounts 
of Canadian National Railways. 


360. Bank of Canada. The Bank, established in 1934 by the Bank of Canada 
Act, R.S., c. B-2, is under the management of a Board of Directors composed of a 
governor, a deputy governor and twelve directors appointed with the approval of 
the Governor in Council. The head office is in Ottawa and agencies are maintained 
In nine cities across Canada. 


The Bank’s statutory powers include the sole right to issue notes for circulation 
in Canada and it may: buy and sell gold, silver, nickel and bronze coin or any other 
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coin, and gold and silver bullion; buy and sell securities issued or guaranteed by 
Canada or any province; make loans or advances to chartered banks; make loans or 
advances to the Government of Canada or to the government of any province; 
accept deposits, which shall not bear interest, from the Government of Canada, from 
the government of any province or from chartered banks; and open accounts in a 
central bank in any other country and accept deposits from central banks in other 
countries. 


As required by the Act, the Bank has established a rest fund by allocations from 
surplus. This fund has reached its statutory limit of $25 million and together with 
the paid-up capital of $5 million represents Canada’s equity in the Bank at 
December 31, 1971. At the same date Canada had $107 million on deposit with the 
Bank. 


The following is a summary of the income and expense of the Bank for the past 
two years: 


Year ended December 31 
1971 1970 
Income— 
Perec trier iit el iol DET AN GOING a en sic use stn th x th Hs Gaetan: ON aa esl ds $ 292,583,000  $ 274,349,000 
Expense— 
Salaries and employee benefits.............0. cee cece LANG oe 12,032,000 10,000,000 
POSURE CLC Ost Siete Mere es Ac gs latin ok nt darned sees heed A cteareerd vue baat erontoaet 7,138,000 7,611,000 
Maintenance of premises and equipment—net......... 0.00. c eee eee 2,260 ,000 1,148,000 
Mex es——-MUMIC OP ANU DUSIIESS A) acter ns oe cies eae ote es 1,579,000 1,475,000 
Dataprocessing And Computer COStS: v5 si Foae ss «aaiee er ouans oe sess 558,000 486 ,000 
Pere ITB) do rn EPR gee on SAR OR aiAc ee 316,000 274,000 
Peat hEll CUMIN LCL ARIONICT Vit ales nae sat ces Ad Seg top di he «wel « Gute wale teak eto 301,000 262,000 
Re eat ohh er TiSLeCL eee oe eet ae od toes ain URE eke See 296 ,000 344,000 
TET OD eA NGeClCOPATIS lt. one tet ene hae chee otras eee 291,000 268 ,000 
Panning and Ornecr Posts O1 PUDLCALONS 7. ai. 45. a0es vc os Veo ta wae es 224 000 157,000 
MUCH OFS Hl OCS AO OX DENSON web inie ACE el has A haat Ke es 124,000 105,000 
ee Or OE hr CR = ARES CRORES, SCL ORR UE Ar Ee One ee N 587 ,000 750 ,000 
25,706,000 22 880 ,000 
Depreciation of buildingsand equipment 2. 6. 006.6 canteen ee oe 1 383 ,000 1,176,000 
27 089,000 24 056 ,000 
Net income, paid to the Receiver General for Canada................ $ 265,494,000  §$ 250,293,000 


During 1971 the number of employees averaged 1,169 compared with 1,106 in 
1970. 


The net book value of land, buildings and equipment decreased by $6,374,000 
during the year. 


The Act requires the Governor in Council to appoint annually two auditors to 
audit the affairs of the Bank. 
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361. Canadian National Railways. This name is a collective or descriptive 
designation of all lines of railway or railway works comprising the Canadian 
National Railway Company, the Canadian Government Railways and sundry other 
companies. 


The Canadian National Railway Company was incorporated in 1919 by the 
Canadian National Railways Act, R.S., c. C-10, and is empowered 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


(g) 


to accept the management and operation of any lines of railway or parts thereof, and any 
property or works of whatever description, or interests therein, and any powers, rights or 
privileges over or with respect to any railways, properties or works, or interests therein, that 
may be vested in or owned, controlled or occupied by Her Majesty; 


with the approval of the Governor in Council, to construct, maintain and operate railway 
lines, branches and extensions if the line does not exceed twenty miles in length and in any 
other case, if Parliament has, in respect of the construction thereof, authorized the necessary 
expenditure; 


to carry on all business that is customarily carried on by express companies, including the 
handling of express money orders or other methods of transmitting or handling money, 
securities, or other articles of value; 


to establish, construct or acquire by purchase, lease or otherwise and to maintain and operate 
telecommunication facilities, systems and services in Canada and elsewhere; 


in conjunction with or substitution for the rail services under its control, to buy, sell, lease, or 
operate motor vehicles of all kinds for the carriage of traffic; 


to construct, purchase, lease or otherwise acquire, charter, own, maintain, operate and manage 
vessels, motorships, steamships, tugs, car ferries, etc., and to sell or otherwise dispose thereof 
and shall be entitled to charge fares and freight for traffic carried on board such vessels; and 


to purchase, lease or otherwise acquire or provide, hold, use, enjoy and operate such lands, 
water lots, wharfs, warehouses, elevators, hotels, etc., as may be necessary for its purposes and 
to sell or otherwise dispose thereof. 


The direction and control of the Company and its undertakings are vested in a 


Board 


of Directors composed of twelve members, each of whom is appointed by the 


Governor in Council for a term not exceeding three years. The head office of the 
Company is in Montreal, Que. 


Canada provides financial assistance to the Company in a number of ways: 


LOANS TO REDEEM OUTSTANDING SECURITIES AT MATURITY. Under provisions of the Canadian 
National Railways Refunding Act, 1955, 1955, c.31, the Minister of Finance may make 
temporary loans for debt redemption. The loans for this purpose at March 31, 1972, totalled 
$819,543 500. 


LOANS FOR CAPITAL EXPENDITURE. Annual Financing and Guarantee Acts authorize the 


Minister of Finance to make loans for specific capital purposes. No such loans were made in 
1971-72, the balance outstanding at March 31, 1972, being $197,371,000. 


CROWN CORPORATIONS 303 


LOANS TO ACQUIRE SECURITIES ON THE OPEN MARKET. The Canadian National Railways 
Financing and Guarantee Act, 1941, 1940-41, c.12, and the Canadian National Railways 
Financing and Guarantee Act, 1942, 1942-43, c.22, authorize the Minister of Finance to make 
loans for the purpose of acquiring securities of the Company on the open market. The total 
amount advanced for this purpose at March 31, 1972, was $44,297,000. 


ADVANCES RE ANNUAL DEFICITS. The annual Financing and Guarantee Acts authorize the 
Minister of Finance to advance sums required to meet current charges. If the operations of the 
National System result in a deficit, the deficit is provided for by a parliamentary appropria- 
tion. The deficit for the year ended December 31, 1971, amounted to $24,268,000 which was 
provided for by Transport Vote 60, Appropriation Act No. 3, 1971, 1970-71-72, c.46. At March 
31, 1972, no advances had been made with respect to the anticipated deficit on 1972 operations. 


WORKING CAPITAL—CANADIAN GOVERNMENT RAILWAYS. In 1937 the Canadian National Rail- 
ways Capital Revision Act, R.S. 1952, c.311, provided for the adjustment of certain differences 
between the Public Accounts of Canada and the accounts of the National Railway System by 
consolidation of various amounts in the Public Accounts into the Canadian Government 
Railways Working Capital Account. There is no interest charged on this advance which has 
remained practically unchanged since 1937 and which amounted at March 31, 1972, to 
$16,984,000. 


MORATORIUM OF INTEREST ON $100,000,000. The Canadian National Railways Capital Revi- 
sion Act suspended interest payments for ten years on a $100 million debenture due January 1, 
1972. Annual Financing and Guarantee Acts have extended the interest moratorium each year, 
the last extension, covering the period to December 31, 1971, being provided by the Canadian 
National Railways Financing and Guarantee Act, 1970, 1970-71-72, c.17. On January 1, 1972, 
this debenture was exchanged for a new temporary loan secured by a promissory note on which 
no interest was payable in respect of the calendar year 1972. 


In addition to the loans, advances and other financing arrangements mentioned 
previously, Canada’s equity in the Canadian National Railways at March 31, 1972, 
included the following: 

$1,235,181,000 in 4% preferred stock of the Canadian National Railway Company acquired 
under section 6 of the Canadian National Railways Capital Revision Act which has been 
continued since 1960 by the annual Financing and Guarantee Acts and which requires the Minister 
of Finance to purchase annually additional stock, at a par value of $1 per share, equal to 3% of the 
gross revenue of the National System in the year; 


$428 397,000 in capital investment in the Canadian Government Railways; and 


$359 963,000, the value assigned to 6,000,000 shares of no par value capital stock of the 
Canadian National Railway Company. 


The Crown’s equity in the Canadian National Railways at December 31, 1971, 
as shown by the published financial statements amounted to $3,101,735,000 and 


comprised: 
ioverniient of anata, 1OAIG SO eOCNLITES “Lod. 2 ccescoe che Ge be eae a bea «a win ohee $ 1,078,195,000 
No par value capital stock of Canadian National Railway Company ................ 359,963 ,000 
4% preferred stock of Canadian National Railway Company ...................0085 1,235,180 ,000 
Capital investment in the Canadian Government Railways ............. ee eee eee eee 428 397,000 


$ 3,101,735 ,000 


304 


The following is the Consolidated Income Statement of the Canadian National 


Railways for the past two years: 


Railway Operating Revenues— 
Gari arate ne SELy ICCB en aly acc dation Oat a vine sane yearn 
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Year ended December 31 


1971 


$ 865,336,000 


1970 


$ 772,854,000 


Express and intermodal Services heten a. cone Cr eee meee eee ee 122 226,000 111,431,000 
Passeviger. Servite: akin. knee tee aac Ae On IN. aha iar a 64,303,000 65,016,000 
AO oer SERVICES fol anda ie hd, Bee ek Ul RON ola a eae 57,913,000 54,057,000 
PAvinenis UUUCr Tie Tan WwaVeA Ck. are cis S ioe 6G. 2 Saat screen 31,010,000 38,995,000 


Total Railway Operating Reventies: sees vo. ee eel: 


Railway Operating Expenses— 


1,140,788 ,000 


1,042 353,000 


POR UEP UCTLATICO iad ae eto be late NTR nt nae ¢ ach oe Soe ee asics 177,911,000 169 870 ,000 
HUIPMent THAINTEHANCE v7.62 eats lowe eae Oe ee et os ean 224 634,000 204 ,386 ,000 
CRYSIS OTT LOI Ey Sx ae be ins Sede ote camara ss (yal tas, poate 459 236,000 422,794 ,000 
SEN TERG), Aspe OU ARMOR PERE N bes EUs RRR ht RM aes La Aran ee re 29 231,000 27 442,000 
Masel aneolis: OPCTaLlOlGes 4 a... ae seen as soe ota aie artes 58,807 ,000 53,634,000 
ECR eee, Sh cake CREE Oe ein oo Ott Rg NG ee ed uP. CAS. od 98 ,590 ,000 85,839,000 
BR at CO Oe APES CRN ET LE Sted oat ree Me fey etd St Caran NC RMR eta eT 48 592 ,000 44 852,000 
Houipinen’ and Jom t roc ity eheNts sia.cd wea wiad ope lashae & mene “Searels 22 439,000 18,816,000 


Total Railway Operating Expenses...........0..000ceeeeue 


1,119,440 ,000 


1,027 633,000 


Net Railway Operating Incomes 28 eS. 21,348,000 14,720,000 
Other Income— 

Net income from: 
Telecommunicationsaepartments,.4.4 chon 2 ide os oe nt 15,257 ,000 15,358,000 
Le EG) od OA ene eee, 2) eC Oe Tae eee ee OR EL eR eee a er 3,092,000 3,011,000 
Separately operated trucking companies ..............00ee00: 1,766 ,000 1,644,000 
CEE ISUMIEE Cites cece Se. cern? cao aur caheeere each cysts aaa ee eee 2,767 ,000 11,059,000 
‘Entel Ominasicaieteseias 3 Rais See aes ee 22 882,000 31,072,000 
Net Ineeme before Interest-on Debt: 0. 2. ec ees eo oe 44 230,000 45,792,000 

Interest Charges— 

‘TPotaitinterestiomedents ese kerr kh ys 8 eR 89,250,000 97,019,000 
Less: Interest received on loans to Air Canada ..............45. 20,752,000 21,518,000 
NEU INTEresD OU LWIENE Gok toe at once ct eh cate ted emer care 68,498 ,000 75,501,000 
Dehiertel «eka ta el eth Petre Skee 2 ecole ney ee 24 268 ,000 29,709,000 


Note: As a result of change in classification, 1971 mail revenues of $8,849,000 have been 
included in All other services. 1970 mail revenues, which were distributed to Carload freight, 
Express and intermodal and Passenger services have been reclassified for comparability. 


During the year the-number of employees of the Canadian National Railways 
averaged 81,744 compared with 82,442 the year before. 


Section 38 of the Canadian National Railways Act provides that a continuous 
audit of the accounts of National Railways shall be made by independent auditors 
appointed annually by Parliament who shall annually report to Parliament in 
respect of their audit. 
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362. The Canadian National Railways Securities Trust. This Corporation was 
established in 1937 by the Canadian National Railways Capital Revision Act, B.S. 
1952, c.811, to take over and hold certain indebtedness of the Canadian National 
Railway System to the Crown, together with the underlying collateral securities of 
the original debtor corporations. The Board of Trustees is composed of the twelve 
directors of the Canadian National Railway Company. The head office of the 
Securities Trust is in Montreal, Que. 


The capital stock of the Securities Trust consists of five million shares of no par 
value, with an initial stated value of $270,037,000 which represented the total of 
loans made to the National Railway System for capital purposes prior to January 1, 
1937. The Act authorized the Minister of Finance to exchange the stock of the 
Securities Trust for an equal number of no par value shares of the National 
Company with a stated value of $378,518,000. The retirement of steam locomotives 
in the years 1956 to 1960 inclusive resulted in a capital loss of $36,555,000 which 
reduced the stated value of the capital stock to $341,963 ,000. 


There were no transactions during the year and the balance sheet as at 
December 31, 1971, is as follows: 


ASSETS LIABILITIES 
Claims for principal of loans..... $ 643.860,000 Capital stock owned by the 
Canadian National Railway 
Claims for interest on loans...... 574,782,000 Company —5,000,000 shares of 
no par value $ 341,963,000 
Transactions of Canadian Amount by which the book value 
National Railway System of claims and interest thereon 
subsequent to January 1, 1937 exceeded the initial stated 
affecting the book value of the value as of January 1, 1937 
capital stock of the Trust ...... 71,926,000 948 605 ,000 


$ 1,290,568 ,000 $ 1,290,568 ,000 


The audit of the accounts of The Canadian National Railways Securities Trust 
is carried out by the auditors appointed annually by Parliament to make a 
continuous audit of National Railways. 


363. The Canadian Wheat Board. The Board, consisting of not less than three 
nor more than five commissioners appointed by the Governor in Council, was 
incorporated in 1935 under the Canadian Wheat Board Act, R.S., c. C-12, with the 
object of marketing in an orderly manner, in interprovincial and export trade, grain 
grown in Canada. The Board was originally established as a marketing organization 
to purchase wheat from producers on a voluntary basis and to engage in the 
necessary marketing activities to dispose of wheat delivered to it. However, since 
September 27, 1943, the Board has been the sole marketing agency for Western 
Canadian wheat under authorization of a regulation approved by the Governor in 
Council. Similarly, since August 1, 1949, the Board has been the sole marketing 
agency for oats and barley as well as wheat produced in Western Canada for 
commercial markets. 
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The Board’s powers include authority to buy, take delivery of, store, transfer, 
sell, ship or otherwise dispose of grain. Only grain produced in the designated area, 
which includes Manitoba, Saskatchewan, Alberta, the eastern part of British Colum- 
bia, and the western edge of Ontario is purchased by the Board which controls the 
delivery of grain into elevators and railway cars in that area as well as the 
interprovincial movement and export of wheat, oats and barley generally. The head 
office of the Board is in Winnipeg and offices are maintained in Montreal, Vancou- 
ver, London and Tokyo. 


Producers are paid a fixed initial price for grains delivered, with final payments 
made after recovery of all outlays. Losses sustained are to be recouped from moneys 
provided by Parliament. 


To finance its operations the Board, under the provisions of the Act, is 
authorized to enter into ordinary commercial banking arrangements on its own 
credit and to borrow money on the security of grains held. As at July 31, 1971, the 
year-end of the Board, loans from banks, which are guaranteed by the Government 
of Canada, amounted to $326,001 ,000. 


Under the Prairie Grain Advance Payments Act, R.S., c. P-18, the Board may 
make cash payments up to $6,000 to each prairie farmer during a crop year for 
wheat, oats and barley in advance of delivery. From the date of inception of the 
Act, November 25, 1957, to the end of the 1970-71 crop year, July 31, 1971, the Board 
had advanced $953 million to farmers of which $906 million had been repaid, leaving 
$47 million to be repaid by the farmers. Interest on borrowings, to enable the Board 
to make the advances, amounted to $36 million of which all but $292,000 had been 
reimbursed by Canada. 


Under section 3 of the Temporary Wheat Reserves Act, R.S. (Qnd Supp.), c. 31, 
$62,116,000 was recoverable by the Board from Canada with respect to Board stocks 
in excess of one hundred and seventy-eight million bushels in the crop year 1970-71. 


A summary of the operations of the 1970-71 Pool Accounts for wheat, oats and 
barley in comparison with the operations in 1969-70 follows: 


Year ended July 31 
1971 1970 
Wheat— 
(UONEGICLCH SA EG He S. 3 0 ot erat a eis ar, chase ere ena dak. Ade: $ 295,558,000 $ 105,424,000 
Uneompleted sales:at contract valuesic.c2 2) .07) <6 2024. 9: — 227 658 ,000 
Stocks of wheat in store at year-end: 
At ultimate value received from sale thereof (including sales 
of 99 million bushels from the 1970-71 to the 1971-72 Pool 
PAC COTTETE 5 coc Ss is Laake, BA Rite a er oe eee a PA ha 562,198,000 — 
Be COS Pe ee LAL OC SOT Oe ee, RET ee ee — 478 498 ,000 


857,756,000 811,580,000 
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1971 
Less: 
vid SEE AEN C0 LU GEE eatin tac Sate acre tat ter ee et Ee a a $ 768,114,000 
Carrying costs, interest, administrative and general expenses 15,367,000 
783 481,000 
PIT SHO LO DCLARIONS<s Feu ram antaa ke Waetioes cack th Sao be vow - $ 74,275,000 
Oats— 
Gonrnleredta les tries sear bie es a heehee Ee 8 ey SR $ 19,258,000 
Wucompleted sales-at COnUACt VaAlUCSicg. wate 65 ois Se ow + oye os wos wees wks 2,946 000 
Stocks of oats in store at year-end: 
AdCostaay. <br aes CWE re RS. . 1 Me ee As Pa bps aos Ahn HER Be 88 14,727 ,000 
At ultimate value received from sale thereof ................ — 
: 36,931,000 
) Less: 
| DATSACOUMTCCERTEEAE he ask Tei ts ok oe ene RAD. 30,301,000 
Carrying costs, interest, administrative and general expenses 2,039,000 
32,340,000 
DUTP MrcwOlirO PETA tLOliGret.aa ons chr cate te otas Sh Eh a Sys nom ee Eb $ 4,591,000 
Barley— 
(Wome LeOisA Les. s os its. AEP aeN Re ee AE seed ie atthe nek s bodes Matas Bak $ 145,912,000 
Stocks of barley in store at year-end, at ultimate value received from 
sale thereof (including sales of$6,005,000 from the 1970-71 to the 
Porte? Boel Account yes aoe. See, oe a hte ad; Seeetee Ce a 63,162,000 
209,074 ,000 
Less: 
| SATE y ACUITOULS Socket ANE he EE rs ON GE EE Tg CP RT Oe. 210,623,000 
| Carrying costs, interest, administrative and general expenses 9,396,000 
| 220,019,000 
(DerICIL SUED Ue ONOPETAIONS: Vata ela coon. y Mamie tae wae ana: theo oe $ (10,945,000) 


Year ended July 31 


$ 


1970 


786 371,000 
16,766 ,000 


803,137,000 


$ 


$ 


8,443 000 


11,665 000 


9,507 ,000 


21,172,000 


17,687,000 
1,753,000 


19,440 000 


$ 


$ 


1,732,000 


100,054,000 


54,511,000 


154,565,000 


142,775,000 
7,449,000 


150 224 000 


$ 


4,341,000 
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The number of employees at July 31, 1971, was 722 compared with 680 at July 


31, 1970. 


The Act provides for the appointment by the Board with the approval of the 
Governor in Council of a responsible firm of chartered accountants for the purpose 


of auditing accounts and records and certifying reports of the Board. 


364. Cape Breton Development Corporation. The Cape Breton Development 
Corporation was established on October 1, 1967, by the Cape Breton Development 
Corporation Act, R.S., c. C-13, for the purpose of broadening the base of the 
economy of Cape Breton Island. In meeting its responsibilities, the Corporation is to 
promote and assist the financing and development of industry on the Island to 
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provide employment outside the coal producing industry. Related steps are the 
acquisition of the interests of the major coal producer in the Sydney coalfield and 
reorganization and operation of the mines with a view to the rationalization of their 
coal production. These in turn are to be followed by the progressive withdrawal of 
the Corporation from such production in accordance with a plan which is to take 
into account progress in providing employment outside the coal producing industry. 
The head office of the Corporation is in Sydney, N.S. 


The Act provides for the payment of working capital advances and capital and 
operating grants to the Corporation by the Minister of Finance on the requisition of 
the Corporation and the Minister of Regional Economic Expansion. In addition 
funds for operating purposes have been paid to the Corporation under parliamen- 
tary appropriations. 


The Crown’s equity in the Corporation at December 31, 1971, was $14,067,000 
comprising unused fixed asset grants for the Coal Division, $3,623,000, unused 
operating grants for the Coal Division, $129,000, balance of capital grants for the 
Industrial Development Division, $11,295,000, and losses of $980,000 to be covered by 
additional operating grants. 


During the year receipts from Canada, other than working capital advances, 
were: 


Regional Economic Expansion Vote 35— 
Amounts to be applied in payment of 1971 operating losses of coal mining and related 
works and undertakings, administrative expenses of the Coal Division, and grants in 


HEUION ba Nese GMO CTD ALIGIES Cocoa tn ciatad eke, SEP Seek ac EP kata eee a ee ee eee $ 28,830,000 
Statutory grant— 
Capital Coaltinision: se. eautiete ane a Lalcekae Se Hb, ee ae nee, Soe ae 8,929,000 


$ 37,759,000 


In last year’s Report (paragraph 322) we referred to the acquisition on March 30, 
1968, under authority of section 9 of the Act, of lands and personal property located 
on Cape Breton Island, and interests in land and personal property located under 
adjacent waters that constituted or formed part of the works and undertakings 
operated or carried on by Dominion Coal Company, Limited, Nova Scotia Steel and 
Coal Company, Limited, The Dominion Rolling Stock Company Limited, Sydney 
and Louisburg Railway Company, The Scotia Rolling Stock Company Limited and 
The Cumberland Railway Company. We pointed out that the notes forming an 
integral part of the financial statements of the Corporation’s Coal Division for the 
year ended December 31, 1969, disclosed that the cost of acquisition, if any, to be 
paid by the Minister of Finance out of the Consolidated Revenue Fund, under 
authority of section 19 of the Act, had not yet been determined and no payments 
had been made. A similar note forming an integral part of the financial statements 
for the year ended December 31, 1970, disclosed that an offer of settlement in the 
amount of $11,000,000 filed in the Exchequer (now Federal) Court of Canada had 
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not been accepted and settlement negotiations were in process. The financial 
statements for the year ended December 31, 1971, disclosed that the situation was 
unchanged. However, late in 1972 settlement in the amount of $14,654,000 was 
agreed to. 


In last year’s Report we also noted that in March 1971, under the authority of 
section 23 of the Act, as amended by R.S. (1st Supp.), c.7, the Governor in Council 
authorized the Corporation to guarantee a $30,000,000 bank loan to a non-Canadian 
company for expanding its operations on Cape Breton Island. A note forming an 
integral part of the financial statements for the year ended December 31, 1971, 
recorded that such a guarantee had been given. 


The Corporation had 4,346 employees at December 31, 1971, compared with 
4,521 the year before. 


The Act makes no provision for appointment of an auditor and the Governor in 
Council in complying with section 67 of the Financial Administration Act has 
designated a firm of chartered accountants to audit the accounts of the Corporation. 


365. Central Mortgage and Housing Corporation. This Corporation, established 
in 1945 by the Central Mortgage and Housing Corporation Act, R.S., c. C-16, is 
charged with the administration of the National Housing Act, R.S., c. N-10, to 
promote the construction of new houses, the repair and modernization of existing 
houses, and generally the improvement of housing and living conditions. The head 
office is in Ottawa, regional offices are maintained in Halifax, Montreal, Toronto, 
Winnipeg and Vancouver, and there are 61 local offices throughout Canada. 


The Corporation consists of a Minister designated by the Governor in Council 
and a Board of Directors, consisting of a president, a vice-president and eight other 
members appointed with the approval of the Governor in Council. It is empowered 
by the National Housing Act to: 


insure mortgage loans made by banks, life insurance, trust and loan companies and other 
approved lenders on new and existing housing; 


enter into contracts with builders to guarantee an annual return of rentals from housing 
projects for a period not exceeding thirty years after completion; 


make mortgage loans for construction, purchase or improvement of low-rental housing 
projects; 


make mortgage loans to borrowers engaged in the mining, lumbering, logging or fishing 
industry for construction of low or moderate-cost housing projects in areas adjacent to the 
operations of the borrowers; 


make contributions to provinces and municipalities for the renewal of substandard areas in 
accordance with approved plans; 
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undertake jointly with the government of any province the acquisition and development of 
land for housing purposes, and the construction of housing projects or housing accommodation 
of hostel or dormitory type for sale or rent; 


make loans to provinces, municipalities or public housing agencies to acquire and service land 
for public or general housing purposes and for the construction of public housing projects; 


make contributions to provinces, municipalities and public housing agencies to assist in 
providing housing accommodation to individuals or families of low income at rentals less than 
the cost of amortizing and operating the public housing project; 


make loans to provinces, municipalities, hospitals, school boards, universities, co-operative 
associations and charitable institutions for the construction, acquisition, or improvement of 
student housing projects; 


make loans to provinces, municipalities and municipal sewerage corporations for the construc- 
tion or expansion of sewage treatment projects to assist in the elimination or prevention of 
water and soil pollution and to forgive 25% of the principal and interest of the loan where the 
project is completed before March 31, 1975 or where the project is not completed before March 
31, 1975 to forgive payment by the borrower of 25% of the amount that has been advanced by 
that date; 


purchase, lease or otherwise acquire, and to sell, lease or otherwise dispose of, land or housing 
projects on its own behalf or on behalf of the Federal Government; 


enter into contracts with builders to encourage the construction of houses to be sold to 
prospective home owners; and 


make mortgage loans to persons unable to obtain loans from an approved lender for construc- 
tion of a house or housing project. 


To attain the Corporation’s objects, the National Housing Act permits the 
Corporation, upon terms and conditions approved by the Governor in Council, to 
borrow from Canada amounts not exceeding $8,000 million. In addition, Urban 
Affairs and Housing Vote L10, Appropriation Act No. 3, 1971, 1970-71-72, c.46, 
authorized advances of $132.5 million to the Corporation for the calendar year 1971 
in respect of: housing and land development projects undertaken jointly with the 
governments of the provinces; loans to municipalities for the construction or 
expansion of sewage treatment projects; and loans made to assist in the implemen- 
tation of an urban renewal scheme, and for the acquisition, development, construc- 
tion or improvement of land and buildings. Urban Affairs and Housing Vote 5 
provided $65,800,000 to reimburse the Corporation for the calendar year 1971: for 
expenditures on housing research and community planning; for the amounts of 
loans for sewage treatment projects forgiven to a province, municipality or munici- 
pal sewerage corporation; for contributions made for an urban renewal scheme or 
pursuant to an urban renewal agreement; for losses resulting from the operation of 
public housing projects; for Cité du Havre (in Montreal) operating expenditures; 
and for losses on sale of mortgages. 
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The Crown’s equity in the Corporation, $5,649,000,000 at December 31, 1971, 
comprised: capital stock, $25,000,000; general reserve, $5,000,000; loans to the 
Corporation, $5,609,000 ,000; and net income for the year and profit on sale of assets, 
transferred to the credit of the Receiver General subsequent to year-end, $10,000,000. 


In addition, the Corporation, as required by the National Housing Act, has estab- 
lished three funds. 


MORTGAGE INSURANCE FUND. Mortgage loans, made by banks, life insurance companies and 
other approved lenders, may be insured by the Corporation. In cases where loans are insured, 
insurance fees, varying from 7/8% to 1 1/4% on the amount of the loans, are collected from 
borrowers and credited to the Fund. The Corporation has statutory authority to invest moneys 
held by the Fund in obligations of, or guaranteed by, Canada. Credits to the Fund during the 
year ended December 31, 1971, comprised: insurance fees, $16,361,000; income from securities, 
including net loss on realization, $13,392,000; real estate acquired on claims, $7,034,000; and 
income from mortgages, $4,930,000. Where the holder of an insured mortgage loan acquires 
title to the mortgaged property by foreclosure, title may be conveyed to the Corporation. In 
such a case, the Corporation pays the lender the principal owing on the mortgage, arrears of 
interest and expense incurred. The Fund is charged with the amounts involved. During the 
year, the Fund was charged with: claims paid and legal expenses, $7,389,000; provision for 
revaluation of real estate, $1,118,000; administrative expenses, $565,000; and net loss on 
operation and disposal of real estate, $93,000. At December 31, 1971, there was a balance of 
$311,420,000 in the Mortgage Insurance Fund. 


HOME IMPROVEMENT LOAN INSURANCE FUND. The Act stipulates that all home improvement 
loans made under it shall be guaranteed by the Corporation and all lenders are required to 
collect from the borrowers and remit to the Corporation an insurance fee of 1% of the amount 
of the loan. The Corporation is permitted to invest any part of the Fund in obligations of, or 
guaranteed by, Canada. During the year the Fund was credited with: insurance fees, $199,000; 
income from securities, including net profit on realization, $197,000; income from mortgages, 
$11,000; real estate acquired on claims, $3,000; and recoveries on claims paid, $216,000. The 
Fund was charged with: claims paid and legal expenses, $482,000; net loss on operation and 
disposal of real estate, $15,000; and administrative expenses, $114,000. At December 31, 1971, 
the balance in the Fund was $3,737,000. 


RENTAL GUARANTEE FUND. Under the Act the Corporation may guarantee an annual return of 
rentals to builders of housing projects, the amount of the return being determined by the 
Corporation, for a period not exceeding thirty years. Insured builders are required to pay to 
the Corporation, during each year of the guarantee, a fee varying according to the period of 
the guarantee from 1 3/4% to 2 1/4% of the return of rentals guaranteed. The Corporation is 
permitted to invest any part of the Fund in obligations of, or guaranteed by, Canada. During 
the year the Fund was credited with: premiums, $103,000; income from securities, including 
net loss on realization, $290,000; net profit on operation of real estate, $47,000; and other 
income, $23,000. There were no charges to the Fund and at December 31, 1971, the balance was 
$6 504,000. 


The following is a summary of the results of the Corporation’s operations for 
the past two years: 
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Year ended December 31 
1971 1970 
Income— 
Loans: 
Interest earnedfrom borrowers ...........2008- $ 327,186,000 $ 274,264,000 
Thnterest charged by Canada .....0¢%.0. 600 104s 5 290 320,000 238 ,055 ,000 
$ 36,866,000 36,209,000 
Federal-provincial agreements: 
Interest earned on agreements .............45- 13,607,000 11,243,000 
Interest charred by Canddasc) oer. .ers 00: 13,134,000 11,189,000 
473,000 104,000 
Agreements for sale and mortgages: 
Interest earned from purchasers.............4. 4 292,000 4,699,000 
Interest charged by Canada ..............055. 987 ,000 1,082,000 
3,305,000 3,617,000 
Real estate—Corporation owned: 
Rental revenue from: tenants. «225.60 0505 0% «2's 10,359,000 10,067,000 
Maintenance and other property expense, 
including interest charged by Canada....... 12,427,000 11,218,000 
(2,068,000) (1,151,000) 
Application fees earned on mortgage loans 4,975,000 3,044,000 
Fees earned for services to government departments... 1,201,000 1,062,000 
UTE B yas ee eee rs ie are ees To a dsyeceh Loa 2,157,000 2,145,000 
46 909,000 45,030,000 
Expense— 
Salaries and employee benefits .............0.000005 23,415,000 19,369,000 
CST Bi Ree Rd TaN Le ee hes clues otek 5 old 4.0 chads RB eeatouts 8,220,000 7,209,000 
Losses on insured corporation loans ...............4 16,000 35,000 
31,651,000 26,613,000 
INciatncome: Derore MmCcOMe tax 025.05 te oes ee chs eee 15,258,000 18,417,000 
APE GPC... fas es aC ee ERE Ol Oe 7,826 ,000 9,497 ,000 
IN Cio Uae: etal + Dia des fe PEL, ves dark ie aor teh 7,432 ,000 8,920,000 
Proceeds from sale of assets acquired without cost from 
COMA Ee eee Oe ae Sree Any HACER Bek PN Se OO. 2,360 ,000 2,667 ,000 
Net income for the year and proceeds from sales, trans- 
ferred to Receiver General for Canada .............. $ 9,792,000 $ 11,587,000 


Corporation employees numbered 2,476 at December 31, 1971, compared with 
2,241 the year before. 


The Central Mortgage and Housing Corporation Act provides that the respon- 
sible Minister, with the approval of the Governor in Council, shall appoint two 
auditors to hold office for a term not exceeding two years to audit the affairs of the 
Corporation. 
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366. Industrial Development Bank. This Bank was established in 1944 by the 
Industrial Development Bank Act, R.S., c. I-9, to aid industrial enterprises in 
Canada that need financial assistance but are unable to obtain it from other sources 
on reasonable terms. The Bank is under the management of a Board of Directors 
composed of the Directors of the Bank of Canada and the Deputy Minister of 
Industry, Trade and Commerce. The head office is in Ottawa. During the year seven 
additional branch offices were opened and, at September 30, 1971, there were 39 
branch and five regional offices across Canada. 


The authorized capital of the Bank is 750,000 shares having a par value of $75 
million. The Act requires that the Bank of Canada subscribe for all the share capital 
and pay the amount subscribed at such times and in such amounts as the Board of 
Directors of the Industrial Development Bank may determine. During the year 
$2 million in share capital was issued. The Industrial Development Bank is required 
to establish a reserve fund to be credited with its annual operating profits until such 
time as the balance equals the paid-up capital. At September 30, 1971, the Bank’s 
fiscal year-end, the equity of the Bank of Canada in the Industrial Development 
Bank, $523,719,000, comprised: paid-up capital, $55,000,000; reserve fund, $23,219,- 
000; and loans, $445,500 ,000. 


The following is a summary of the Bank’s income and expense for the past two 


years: 
Year ended September 30 


1971 1970 
Income— 
TROP eS heraryree 2. ek ot bcs pee RARE chyna ne Ys De Oh eutene Sate yan re $ 47,502,000 $ 38,251,000 
COE ee A ase id Sedat hse ite PAs OREN PAD, MAGE ENS «ets aarti 1,240,000 625,000 
48 ,742 ,000 38,876 ,000 
Expense— 
Salaniesmimc-employee DeNnelitse- sake cciiee 4 hnden «od Shi sees eee ie 8 881,000 7,658,000 
Rental and other costs—leased premises ...........0c cece eee eee eeees 1,035,000 901,000 
TUPPER TEN EW ANC la WEIS) RS ki I 2a tn aR ag Wp nae Wt eee Aenean eg NE err Ul 547,000 436 000 
Witice soOpllesetewe MMe Ase 5 Pte Ea Oe RS es Say dae ae 410,000 340,000 
Mele DMOne ANU LelegTaiiicn Mesos ok ake So. Sakae ea Se Meena Sta Maun 275,000 231,000 
POVerisine Mill DUDLICIMPOMMaAtlOl . ccna Pace ee a dye eo hae a ea Re 259,000 237,000 
dNVestigation anc sUDErVISION wae «si vlad. seer ee eras eee es ee 184,000 141,000 
Depreclatlom OM equipmMenlier wash hos Oh edocs ete uyt ware a cups ee ee 140,000 108,000 
(UH OCS os WM ae bt acca Bel A ie ph MOR Rog 2 Og REGS a irre Re hh A 144,000 125,000 
11,875,000 10,177,000 
Interestron GEDENEUTES e+ a5. feel gee See ee he tak nea ne ee nee Aa 30,730,000 26,102,000 
PROVISIOMTOL COUDLIUIMACCOUNTS. Ben. hornet arent con Pace en eum hes 4,158,000 2,097 ,000 
46,763,000 38 376,000 


Netancome—transierred ©o Teserve dns vars oc ite gis oe tc eke ats oe 4 sue Soc $ 1,979,000 $ 500 ,000 


The number of employees averaged 775 in 1971 compared with 731 in 1970. 
Loans and investments increased to $543,147,000 at September 30, 1971, from $487,- 
486,000 at the end of the previous year. 
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The Act provides that the affairs of the Bank shall be audited by the two 
auditors appointed by the Governor in Council to audit the affairs of the Bank of 
Canada. 
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Departmental Operating Activities 


367. Departmental operating activities cover a wide variety of trading and 
servicing operations but there are no statutory directions in the Financial Adminis- 
tration Act regarding the preparation of annual financial statements for these 
activities similar to those prescribed for Crown corporations. For a number of years 
(paragraph 325 of our 1971 Report) we have been advocating that financial state- 
ments be prepared to reflect the overall operating results of these activities in a clear 
and concise manner. 


In order to provide Parliament with a clear understanding of the true financial 
results of the activities, the statements should be on an accrual basis as reeommend- 
ed by the Royal Commission on Government Organization and should include 
depreciation charges on buildings and equipment, interest on funds employed, and 
the value of services provided without charge by other government departments. 
The operating results shown by the statements should be reconciled with those 
recorded on a cash basis. Each balance sheet, which the Auditor General would be 
prepared to examine and report on, should show clearly the year-end position of the 
activity. 


The Royal Commission on Government Organization also reeommended great- 
er use of revolving funds and accountable advances to encourage the use of 
business-type budgeting and production of meaningful operating statements to 
assist Parliament and aid management in the control of its costs. 


The Treasury Board Secretariat issued a circular letter in January 1970 setting 
out regulations concerning the establishment and operation of revolving funds and 
working capital advances. It points out that the operations of revolving funds 
should be self-sustaining with total costs recovered in the charges made for services 
rendered. These costs are to include not only direct outlays for salaries, materials 
and supplies, but also a provision for replacement of capital facilities, interest on 
outstanding capital advances and costs of common services provided by other 
agencies. The circular letter also stipulates that the accounting systems are to be on 
an accrual basis whenever necessary and must provide cost accounting and other 
records which will permit the production of manufacturing and trading statements 
and balance sheets equivalent to those expected for similar operations in the private 
sector. At the end of each fiscal year a balance sheet, an operating statement and a 
statement of the disposition of the surplus or deficit are to be prepared and 
submitted to the Auditor General for certification. 


Some progress has been made as is indicated by the statements of trading and 
servicing activities of departments and agencies summarized in the paragraphs 


which follow. 
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368. Agricultural Products Board. This Board, which operates under the authori- 
ty of the Agricultural Products Board Act, R.S., c. A-5, consists of a chairman and 
two members appointed by the Governor in Council. The Act empowers the Board, 
under the direction of the Minister of Agriculture and subject to approval of the 
Governor in Council, to buy, sell or import, and to store, transport. or process 
agricultural products. The Agricultural Products Board Account was established in 
the Consolidated Revenue Fund in accordance with section 5 of the Act and all 
financial transactions of the Board are recorded in this Account. The Board’s 
activities are administered by personnel of the Department of Agriculture and the 
members of the Board also serve on the Agricultural Stabilization Board. 


The Crown’s equity in the Account at March 31, 1972, was $1,586,000 represented 
by inventories of poultry and egg powder, $1,620,000, and accounts receivable, 
$43 000, less contractors’ security deposits, $77,000. 


A summary of the results of operations for the past two years follows: 


Year ended March 31 
1972 1971 
Trading operations— 
palestu.s Ty atk ee ees ee a eg BI Rs SAG oo a $ 516,000 $ 532,000 
(CLOSE TO) BRIN GRE oie dG Sey ot ee a ae orn ede errr Payee feats OF 1,037,000 930,000 
Moss One TaClnesODerH tlONSeee colin kit hiunciee ho Siew ore pre Oe Seen OREN eee 521,000 398 ,000 
—by commodities, 1971-72— 
Cost of 
Sales sales Loss 
Apple concentrate............. $ 237,000 $ 617,000 $ 380,000 
PPULKEys hey be ta ete Ma 43,000 145,000 102,000 
Eggs and egg powder.......... 235,000 273,000 38,000 
@hieken provers says fpeeeze. : 1,000 2,000 1,000 
$ 516,000 $1,037,000 $ 521,000 
Pakerestonuworking capital Awan. eave. ait ony e Roa da! HE SOC tas oa Se 62,000 _ 
GTATN TEMES ETAL LOT soc aa Bae As pa Ee Ut Ree, Se eee Lee naar Rty On, Onna 26,000 2,000 
TGOSSFIGTEL CAV CRT at Satie ce wii ek i ee tat dag te eal. Ses cee es. ean pete $ 609,000 $ 400,000 
Loss for the year provided for by— 
INPIICUI ITE AN Ober D naa eee oe ee ee ee, Saneeoe te ee eee $ 521,000 $ 398,000 
PU MCTGUIDCR VOL, | Urge ce bie een Bi eee eo et SBS ele 24,000 — 
Government departments which provided major services without charge ... 64,000 2,000 


$ 609,000  $ 400,000 


A note to the Board’s balance sheet at March 31, 1972, disclosed that the Board 
expected to suffer a loss of an estimated $300,000 on disposal of its inventory of 
frozen turkeys which was included in its accounts at a cost value of $1,073,000. (See 
paragraph 270 of this Report.) 
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369. Agricultural Stabilization Board. This Board, consisting of three members 
appointed by the Governor in Council, was established by the Agricultural Stabili- 
zation Act, R.S., c. A-9, and is responsible for stabilizing prices of agricultural 
commodities at levels bearing a fair relationship to their cost of production. Stabili- 
zation measures take the form of thé purchase of commodities at prescribed prices, 
payment to producers of amounts by which prescribed prices exceed those deter- 
mined by the Board to be the average prices at which commodities are currently 
being sold, or payments to processors for the benefit of producers. The activities of 
the Board are financed by the Agricultural Commodities Stabilization Account 
which has been established in the Consolidated Revenue Fund in accordance with 
section 13 of the Act. The net losses on the operations of the Account and the 
administrative expenses of the Board are met from moneys appropriated by Parlia- 
ment for the purpose. 


There were no inventories at March 31, 1972, and the Crown had no equity in 
the Account at that date. 


The results of the Board’s activities for the past two years are summarized as 
follows: 


Year ended March 31 
1972 1971 
Payments to the Canadian Dairy Commission for stabilization of the 
price of milk for the benefit of producers............. Pry MALL aR ore ete $ 109,000,000 $ 125,000,000 
Deficiency payments— 
LDS St Cre PAM 25S oo Reha ashe APRA OPT tat HSRC PERE Cone OI 10,763,000 — 
DUCAIDCCISMINIR IL. Ath oe he aa Pee EMRE 654 CAC ek BRU Ree RS 746,000 1,067 ,000 
ES LS DOLELCAV AMEN.) 36-0 crue bisa oO end , GARY dom eee aaa Oe RELA ANS 216,000 — 
AD A ELOLS: LARA le scion BOS AU NE RE Kies eg ARMM ORR ama Be he Oi 128,000 — 
WOO Meter: AMR oss Gee a Was Mee Cuan nes tw kal RAM MMR e Aa Beas 103,000 402,000 
PUTED AS AMMA Hatt e Sink 9 aa Ae hte eM cr as hse hovel da) OAS BE A ee DG 79,000 — 
12,035,000 1,469,000 
Payments under potato price support program (net after recoveries of 
SG O00) pCR  aalPiacn Pucca see ren tne i dys & MU A ulm apteed 953 ,000 = 
Administration— 
SL ABICS. ANGKOTMIOVICE: DEMELLLS ya) a2 4, siese othe saoscus alow tps ebeh cchieonhel cece 403,000 378 ,000 
Part-time management and support ServiceS.............e eee eens 92,000 - 47,000 
POCO MMINOCALION Mis ui eerni tae oe akon aa dks Fe GLa ene Coca ieee 28,000 24,000 
APROUNe Ie Ns POSlal-SCTVICES ic as motaicuutas mies ate gre ae eee 17,000 17,000 
COT eT EXD EIISOS Stee 8 Braet men Ara Ae eae Oe toot Menc eale aed ayecereee 45,000 25 ,000 
585,000 491,000 
122 573,000 126,960,000 
Deduct: Forfeiture of contractor’s security deposit in settlement of 
OLE Seer Ae ee sar ORB roche hist aesa” cer ich ah ed oak amet stahal a eS — 74,000 


fre @ 072) SUG! boat EO) BEE SL oY Nt ct: ) eee ne air one enh ee ae ie ee BTA EMESEAIN Pr, 


Expenditure for the year provided for by— 
ATICULLUTENVIOCEMLD: 1, <’acd Meme Rumen net mee eee Br et eee eae ae ae Mate 


$ 122,573,000 


$ 121,985,000 


$ 126,886,000 


$ 126,395,000 


AP PCMIETCS WOLOM ite cy wa. hi iti eo wich eret oe ea 9 don kk Baisden 399 ,000 355,000 
Government departments which provided major services without 
CAT Pera ee Rs hale ete ho ee ee ere ee Ret tae eee 189,000 136,000 


$ 122,573,000 


$ 126,886,000 
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The hog deficiency payments program and the potato price support program 
were initiated during the year to shore up sagging prices in 1971. The hog program 
consisted of payments of $5 per hog to a maximum of $1,000 per farmer. Under the 
potato program the Board entered into agreements with farmers to purchase a 
maximum of 1,333 hundredweight of Canada Grade 1 potatoes per farmer at $1.50 
per hundredweight. 


370. Agriculture Revolving Fund. Agriculture Vote 788, Appropriation Act No. 5, 
1955, 1955, c.60, authorized the operation of a revolving fund for the purposes of 
financing the production of new and improved varieties of seeds and the acquisition, 
maintenance and development for experimental purposes of livestock, poultry and 
eggs, including administrative expenses of all authorized projects. The amount 
outstanding is not to exceed $1,820,000. 


The Crown’s equity in the Fund at March 31, 1972, was $427,000 represented by 
inventories of livestock, poultry, seeds and supplies, $436,000, and accounts receiv- 
able, $73,000, less accounts payable, $82,000. 


A summary of the results of operations for the past two years follows: 


Year ended March 31 
1972 1971 
Cost of experimental and development projects— 
DA larles WiC Wa@ocmmen cere ae rsiree toe ath rete baat ams Mas Wievas (ate ata ane $ 304,000 $ 469,000 
HAND LOY.ce WEN e lieu ter vk ee vg ees ag cha OAR Gea ARNE REARS OLS te Arend Bay 41,000 55,000 
DSICOSTOCK ce OMEN ae GOV are Schad hn Ks wk OR sole ln ey ee 426 ,000 353,000 
A CCOTUINOU ST LOL aMeE Sos ook cover cane nearly cee NMS wicks ace Re ae 236,000 137,000 
Heed andiol heresies 10sec rae hor te, ahah ue ae chegad, Gee Pols, ee eae ee 121,000 170,000 
CEA ies ERNE ios J wilsiaidhss bugtremaR ane Oe «tise. eee 119,000 65,000 
Renta lsonmlanasimaceg il pimientiaayas vce ihe ic oa'w asc « «fun ded ede 97 ,000 267 ,000 
BILereSHOTIWOL KIN PICA OTUAl c's ahead. «ce atarsaa saa mal Ges n> he ee 57,000 29,000 
AGUNNISHEAUION Gator A. oes AED We RE Re + ea eee ee 36,000 65,000 
Miscellancotiseyemeet: «svc » spate So fan Sl rae ka aan Reet vs seer eeieers 69,000 36,000 


1,506,000 1,646 ,000 


Less: 

Proceeds from sales of livestock, seeds and poultry................ 1,318,000 635,000 
(Decrease increase in inventOnes: «ag s cctis ~ wie saath a aut eee (204,000) 366,000 
1,114,000 1,001,000 
EVELOS TOL DEOJECLS Sit nn Maret ee ek Aaa ae ee ee oe ee ae $ 392,000 $ 645,000 

Net cost of projects provided for by— 
Pe Cia ATU AT ROU RIB OU ES. dL lon, mutts deoencell le gieee On Fie ae a SOR SNE REE a ME CS OMS ST ay «PF Cena $ 175,000 $ 359,000 
Agricuitire Vote oo. 25 uteee «aie mara ha tae Baie 7 ahaa ee eg eine 125,000 95 ,000 
Government departments which provided major services without charge . . 345,000 225,000 
645,000 679,000 
Less: Amount transferred from the Revolving Fund as revenue.......... 253,000 34,000 


$ 392,000 $ 645,000 


DEPARTMENTAL OPERATING ACTIVITIES 319 


The reduction of $165,000 in salaries and wages results from a change in the 
Department’s method of allocating departmental salaries to the Revolving Fund 
activities. 


The increase of $99,000 in accommodation is due to increased stable and storage 
costs 1n connection with the livestock development program. 


The $170,000 reduction in rentals of land and equipment is due to termination 
of the rapeseed experimental project in the early part of 1971-72. 


371. Airport operations. The recorded capital investment of the Department of 
Transport in airports and associated facilities, including aircraft, aircraft spares and 
special equipment, as at March 31, 1972, was $998,710,000 compared with $870,574 ,000 
at the end of the preceding year, an increase of $128 136,000. 


The following is a summary of the revenue from civil aviation airport opera- 
tions for the past two years: 


Year ended March 31 
1972 1971 
Aircraft landing fees— 
ELMO CRETE tte tice Resco consh ATI eae a take, Cae eh wats ade to oat ee ae ee is $ 9,099,000 $ 9,096,000 
PROUIESEICT oF ou PRG PRES StS aie tone Maree, ade Le ee ee 8 262,000 8,165,000 
MEANS DOTAC Ie wo leurs chi ire tees Athans davis oa oe kbe aes Shen eee 3,052,000 3,015,000 
2b OSI age so Japhet hms ly Nin a ag el DRA als ed al an ANRC al elk me rine gag nee 67,000 41,000 
20,480,000 20,317,000 
Concessions— 
CTASOLIEVO TA TICLES Pere tee ere ee eee ee ce ER is te Ue hes 9 ,728 000 7,867,000 
DAO AI ere BON As ped as Aoented 5 fatwa sey Sy a aik PAAR ENA & aie oe 5,300,000 4 654,000 
Reciauranis ane snaekDarsees . neopets rh tu ptidoc oh re cirabun eee eeint el hess 1,420,000 1,440,000 
CATeeN tal Nene tre. ene ome Meee, ML RE ede Ch eee ct cho 5 OR ot 1,340,000 1,304,000 
CET nth trate eas Re et eR Pag, oe MISES R ROE bud thn hee 3,235,000 2,789,000 
21,023,000 18,054,000 
Rentals— 
OTiTCe ANG SHO SOACE Wears. eA ee eRe are ee eee theo 3,369,000 3,299 ,000 
EAT Megs Rew Se Rey rR A: his TOC EEN: SEGMG Bee tS OUTS oe REC AC eee NTN 2,468,000 2,067 ,000 
Tin ANSP UATUCES Pus iro ct ae gees Shigiatateee ees Mal ose Fa Ra aS Aeeteed 1,218,000 1,163,000 
Pa Yaar ea ee tn ee Na WA oat een Ohad, Ie Manne eee cea 149,000 184,000 
CSIR ee an A ste ee hese ON cee cd ae Lae Gorn iol © Seth cole chats: Sse Reale 1,706,000 857,000 
8,910,000 7,570,000 
Joint user terminal facilities charges— 
ENTER OAUIONOALE. <2 Speen Pe ks «oats PRA OR. he Rirchin AEE Me 3,261,000 3,506,000 
DGinestie sh oe ten. eee Pee URE cee esc ee a Ged SUE Ra ee 2,892,000 3,355,000 
6,153,000 6,861,000 
Oehere ticiton wa duoeiee, bah 6 ee Me te Neder pee IG a eo red Me a 4,473,000 4,229,000 
EOLA TE VCLLU Cee Aes eee PRE nee ct etek ke FRM PPA ERE RR Bee 61,039,000 57,031,000 
Expenditure recovered from Airports Revolving Fund ...............--. 1,580,000 1,400,000 


Total revenue, and expenditure recovered.............ceseeccnseusesees $ 62,619,000 


$ 58,431,000 
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The amount .of $1,580,000 included as revenue in the form of expenditure 
recovered from the Airports Revolving Fund represents the estimated cost of certain 
services supplied by the Department in respect of the Montreal and Toronto 
International Airports. This is not revenue but is a distribution of the Department’s 
costs and as such is an offset to the amount charged to the Department’s Air Services 
appropriations. 


Operating and maintenance expenditure for the year 1971-72 amounted to 
$58,869,000 of which $40,458,000 was charged to airports and associated ground 
services (Transport Vote 25) and $18,411,000 applicable to the Montreal and Toronto 
International Airports was charged to the Airports Revolving Fund established by 
Transport Vote L160, Appropriation Act No. 3, 1969, 1968-69, c.36. The total 
expenditure of $58,869,000 was $11,059,000 greater than the corresponding figure of 
$47,810,000 for the preceding year. 


Of the revenue of $61,039,000 arising from airport operations, $28,558,000 was 
credited to airports and associated ground services and $32,481,000 to the Airports 
Revolving Fund. The total revenue of $61,039,000 was $4,008,000 in excess of the 
corresponding figure of $57,031,000 for the preceding year. 


The revenue arising from airport operations exceeded expenditure (excluding 
new construction) by $2,170,000 compared with $9,221,000 in the preceding year. 
Both the revenue and expenditure for 1971-72 applicable to airports and associated 
ground services are understated by $324,000 (see paragraph 218 of this Report), and 
similarly the revenue and expenditure of the Airports Revolving Fund are under- 
stated by $554,000, as a result of recording the net revenue only from parking and 
other operations at certain airports. 


The operating results are recorded on a cash basis and do not include any 
provision for amortization of airport construction costs, interest on funds employed, 
or other costs such as a portion of the expenditure charged as air services administra- 
tion. The Department does, however, maintain accounts on an accrual basis for its 
operations at 17 of the major airports which together account for 81% of the revenue 
from civil aviation airport operations, and prepares periodic financial statements for 
management purposes. 


In addition, there appear on page 25.19 of Volume II of the Public Accounts 
“Consolidated statements of operating results and investment position for 210 
airports covering the fiscal years ended March 31, 1972, and March 31, 1971’. These 


statements, which include provision for depreciation, interest on investment, 
administrative overhead, and employee benefits, show that the Department incurred 


a loss of $67,557,000 on operations for the year, an increase of $6,620,000 over the loss 
of $60,937,000 for the preceding year. The statements were not submitted to the 
Auditor General for certification. 
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372. Airports Revolving Fund. The Department of Transport working capital 
account—Airports Revolving Fund—was authorized by Transport Vote L160, 
Appropriation Act No. 3, 1969, 1968-69, c.36, for the purpose of the operation and 
development of the Montreal and Toronto International Airports and such other 
airports as the Treasury Board may approve. The Fund is to be credited with 
moneys received from the operation of the airports and loans made by the Minister 
of Finance for the purpose of financing capital expenditures and charged with 
operating expense, capital expenditures and loan repayments including interest. 
The amount outstanding is not to exceed $3,000,000. However, the Fund is financed 
entirely with loan funds and revenue and no use is being made of the financing 
provisions of Vote L160 of 1968-69. 


Transactions 1n the Airports Revolving Fund to date relate solely to the 
operation of Montreal and Toronto International Airports and the development of 
the new Ste. Scholastique and Toronto II International Airports. 


The Crown’s equity in the Airports Revolving Fund at March 31, 1972, was 
$288 623,000 comprising loans from Canada for capital purposes, $136,806 ,000, assets 
financed from parliamentary appropriations prior to April 1, 1969, $116,418,000, and 
surplus, $35,399,000. 


Assets financed from parliamentary appropriations prior to April 1, 1969, 
include $2,530,000 in working capital representing the net amount owing to the 
Department of Transport on March 31, 1969, prior to the establishment of the Fund. 
As this amount was not due to the Fund, it should have been credited to departmen- 
tal revenue as received. We would suggest that this amount be transferred from the 
Revolving Fund as revenue of the Department. The retention of this amount in the 
Fund has the effect of providing funds additional to the amount which Parliament 
has authorized to be advanced to the Fund for working capital, which at any time 
may not exceed $3,000,000. 


The terms and conditions in respect of the loans obtained for capital purposes, 
totalling $136,806,000 at March 31, 1972, provide that each loan is due and payable 
twenty years from the date the loan is made while at the same time indicating that 
annual payments equivalent to the annual depreciation charged in the accounts or 
such other amount as is established by the Treasury Board, having regard to the 
operations during the previous fiscal year, are contemplated. No annual payments 
have been made, the provision for depreciation together with the accumulated 
surplus currently being committed to the acquisition of capital assets. 


Loans authorized and amounts advanced to the Fund since its inception on 
April 1, 1969, are as follows: 


322 REPORT OF THE AUDITOR GENERAL — 1972 


Authorized Advanced 
Erarispore Voteds iba) 1969270) 5 ies ORs, aa ae ci er ee hae $ 15,094,000 $ 5,126,000 
SRTaSNOLt Vy Oteu4) 11 97 Uahl pecwete ene. Sate tae ee i ee 67,829,000 41 205,000 
SRTAHEPOLURY OLE MUO t LOTLSED tote e Ca ost ete Se teateine te seers ciate e's recate 130,008,000 90 ,475 ,000 


$ 212,931,000  $ 136,806,000 


The following is a summary of the results of operations for the past two years: 


Year ended March 31 
1972 1971 
Income— 

Ati gat COS een cea Bea ak Te ERE GOES ae ES ee eG ee $ 13,120,000 $ 12,362,000 
WE ONCE LOD Sa A retain earns Boe. x SMe eee ete hiass Wenn daa S Gla RS 7,295 ,000 6,661,000 
IRC ehts boeken hae ye Oey gk fee ee A OTN) Laie ee et cf AN eid Geo a 6,896,000 6,493 ,000 
VISTION LUCIO AT CES oki ste aoe aioe em Gan hat MOR Me uae 3,912,000 4,194,000 
Service 166s And milseel ANCOUS mine. cnn. Geacrela es te eteraeces oes ce he oie 1,023,000 508,000 
WOLTIIRY TOCOV CLIOS (0.7 aoe a ntact at Moar Sic Be EO tee Ca ee chs, NEE ee 538,000 384,000 


32,784 000 30,602,000 


Operating expense— 


PUP MIE SPIN WAP CREM Wal Mints. diay Seite oes ere ee ern a Gee oa te pms 5,507,000 4,199,000 
MIL OVeCHCHElI tS. Cee ho AN s... ee ee Meee ee ee The eis Nee cee 1,216,000 840,000 
Pera rOnuAnCsIn aI E ANCE torent CA ce ala teri eu acme, O-line gays dora hence baeee 6,352,000 5,066 ,000 
JD ESI (SS CURIA C tae a en Rit Ag IAN en 5 aR a a OT 5,330 ,000 5,242,000 
CETerel GEL RLICUE OED R ER Ses ce Sao Peeks oak oe ec de oe ad alates Wee 2,937,000 2,752,000 
Heagquartier.and regional overhead .s. 4.2..4.qs8a aniek be ds hs dee 0 2,610,000 2,500,000 


23,952,000 20,599,000 


NEeECOPECrAbing InCOMes lane ween Meee pe Pee es Oe decease 8,832,000 10,003,000 
GOAN terest, OXDERSey. 2 Meme trm Ns i cl OR ne Re TR ht eo Ac ia a 1,183,000 230,000 
Netincomesretained imine Lunds) a sid. faeces Sew a 4d ee $ 7,649,000 $ 9,773,000 


373. Bureau of Staff Development and Training Revolving Fund. Secretary of 
State Vote L120, Appropriation Act No. 3, 1971, 1970-71-72, c.46, authorized the 
operation of a revolving fund by the Bureau, a branch of the Public Service 


Commission, for the purpose of providing staff training. The amount outstanding is 
not to exceed $700,000. 


The Crown’s equity in the Fund at March 31, 1972, was $134,000 represented by 
capital assets, $142,000, less accounts payable, $8,000. 


A summary of operations for the year follows: 


Income— 
Cooliree Tees And SCPVICES Succ tte ie eis ee ee tn ee ance en Tinie $ 2,082,000 
ANeconrmodation and catering wo) seats SA eae 401,000 


$ 2,483,000 
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Expense— 

Salaries, wages and employee benefits..................cccccccccccceees $ 1,235,000 $ 

ropessiona tan: SPeCInl SeLVICES: 6a deat es ek ead Pr cuss gad eed 519,000 

Rent alOmaAccolmmmoGgn Ole) acti tk acter ca Te acest sieht: 402,000 

@aternplantchousekeeping . i,t rn CLiet es. Sckres kee. Oe ee 229,000 

DER ECUL IAT CSUDT CSE ct aca Oe eal teat iLO 2 hang es 4 oe at dae 132,000 

RAV e AMC COmnliniCahlOnica ? cqtteccl hoes eat oe ie ee oc oe ae 79,000 

COM ee VP LODE MMM Ret cint ak igilic Wo My nin eM oh eh ee ts 69,000 

NS Te EIA LEO i Receternvert hater a c2 0 fey acts Gnkiss ace Sonata ore he OA aI ee, an ECG 58,000 

LCE Ea mC OU DIICI GE elem at se Wiiacica Ghee hacia ais <a shk ca ee ak Maes Taco 34,000 

RV IGILO MALICE ATICLTE OA IPS Beni siene ns cain shen) Urctcn foo bate he sidac ne 2 aches S weavans 26,000 

UDA R OS (imbue NE ture iii Sh Weld tue, Gs ay, eee ee Te, Shee Rue ae A 4,000 

MTC MCcree ape NED OMe Se We) opin far) oa ats, ol eat uee oe cae ed ee 16,000 

2,803,000 

LUCOSN TROVE ULNTSRAIZCEN IR oo = | CAL oe!) aR yn a a ray ee oe a co ar $ 320,000 


The loss of $320,000 includes $150,000 relating to courses which were cancelled 
bécause there was not sufficient interest in them and $80,000 resulting from an error 
in calculating the superannuation cost to be included in course fees which are 
established on a cost-recovery basis. 


Additional expenditure of $230,000 on course development was included on the 
Bureau’s Balance Sheet at March 31, 1972, as a deferred charge to be amortized over 
the next three years. 


374. Canada Pension Plan Account. The Canada Pension Plan, R.8., c. C-5, 
provides for a comprehensive program of contributory old age pensions and supple- 
mentary benefits for most persons in the work force in Canada, whether employees 
or self-employed, with the exception of those in the Province of Quebec who are 
covered by a parallel provincial plan. 


Section 110 of the Act established the Canada Pension Plan Account within the 
accounts of Canada to which all contributions, interest and other amounts received 
under the Plan are credited and to which benefits and other payments under the 
Plan, including administration costs, are charged. Section 111 of the Act established 
the Canada Pension Plan Investment Fund, also within the accounts of Canada, in 
which investments in provincial and federal securities are recorded. 


The Act requires the Minister of National Health and Welfare to make an 
annual report to Parliament on the administration of the Act, including a statement 
showing amounts credited to or charged to the Canada Pension Plan Account and 
the Canada Pension Plan Investment Fund during the year. There is no require- 
ment in the Act for the Auditor General to report upon this statement although such 
a provision would appear desirable. However, as both the Canada Pension Plan 
Account and the Canada Pension Plan Investment Fund form part of the accounts 
of Canada, they are examined by the Auditor General under the provisions of 
sections 58 and 60 of the Financial Administration Act. This examination includes a 
verification, by test, of transactions in the two accounts, a review of accounting and 
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internal control procedures and confirmation of the investments of the Fund at the 


year-end. 


The following is a summary of the transactions in the Canada Pension Plan 


Account for the past two years: 


PaAlaANnce:al DEGIAAIIe Oley CAT a. once coca © SURVAG HT OR leads ee ones 


Year ended March 31 


1972 


$ 3,843,577 ,000 


1971 


$ 2,932,258 ,000 


Receipts— 
Contributions from employers and employees ...............0005 826,011,000 812,867,000 
RT ereRtaON LNVESUINICTILG ec ceria nc ele ete ner, wr mmo e wale ek ad sae 272 ,596 ,000 202 659,000 
Titerestiom the Operaung DalANCEe cc. 5 os cade ke ony eso ees leer sae 2 ,998 ,000 3,987,000 
MIT OTSITICO Laas tans ca Aer an eats ei sr Ti eat es Urner e mee Se en SN acetal iat 544,000 549,000 


Disbursements— 
Benefit payments: 


1,102 ,149,000 


1,020 062,000 


Retirement: pensions soy: <iov~ 24 ss vt bea ee oe ee 62,575,000 39,832,000 

IWTGO WS, CMSLOTIS Se ante «aaa suo na )o uae cue RRO ER in ei hoe 35,622,000 24 371,000 
Orphansibenelits aise ls centers lage evi Pas ee eee 4 16,063,000 11,533,000 

PISA DTTC A POCNSIONSR cs Sih oie ste esc Sole «oe emus he astute es 15,956,000 3,237,000 
PVCATIEDCIFCL ICSEr ee aes, oes ey ate OTT eel ee on 10,787 ,000 9,528,000 
Disabled:contributor child benefits 22. .2. 50. .8 ee ee 3,353,000 711,000 
DISAOIEG-WIGOWCIS DENSIOUS osc. eer es ae eee eee ae 23,000 24,000 
144,379,000 89,236,000 

PRCUTEITIISTTA ULOMsO SDCIISE Ms hse sank foot teste eae mee mee sac Taare 22,888,000 19,507,000 
167 ,267 ,000 108,743 ,000 

Excess of receipts over disbursements ...........00c cee c eee eee e eens 934 882 ,000 911,319,000 


Balance al CnC-Ofmyeaty hc teeie Ste oan omisiodecmisdeeed a Rel he cer mura 


This balance comprised— 
AAVEStINC CON UN Oe aie a oars ee ee nee Seen oar ate 
(Operating balance: asc sss 5 sR ee re ee ee eg 


$ 4,778 459,000 


$ 4,611,303 ,000 


167,156,000 


$ 3,843,577 ,000 


$ 3,701,275 ,000 


142 302,000 


$ 4,778,459,000 $ 3,843,577,000 


Transactions are recorded in the Account on a cash basis and hence no amount 
has been included for contributions relating to periods prior to March 31, 1972, but 
received after the year-end or for accrued interest of $90,718,000 on investments. 


The item ‘Other income” comprises: $314,000 received from the Quebec Pension 
Plan, of which $219,000 was its share of benefits paid to dual contributors and 
$95,000 was its share of costs of registration of employees; $150,000 received for the 
cost of melding old age security and guaranteed income supplement payments with 
those of the Canada Pension Plan; and $80,000 for electronic data processing 
services performed for others. 
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The following table shows the number of benefits in payment at the end of each 
of the past two years: 


March 31, 1972 March 31, 1971 


PVCPITe mie MOD CTSIONS rac de ie Peek ole nL ae RY adc PTS stan melarg 218 323 171,601 
WVIGOWS DELSTOUS Ate. Fame EN. 7 PRIA S Wee vos aoe «ee oe eee 51,361 35,779 
POTD RTISHECTICL LOS Hele pty to ea eee eA A ed Dees nce ie tck here 50,202 38 ,666 
MIS DTILES DDC TISTONS CGE sere Ghee es a eg cehac ss St coer LIS EME bk wet see 11,842 3,236 
Micanlecscontnbu ton child peneliisut tae. atitiuae | OPA Shi eee 8 8,080 2,346 
Ol DIN EOC DENSIONS ©. tahun SMa ti ea ae Oe Nei Ne ine sy ee WE ce Be 619 200 
PISADIEC WIGOWETS PENSIOUS 7A, booth. Pitre ose Skee steed ts eb das Sars 34 25 

340 461 251,853 


During the year 23,113 lump-sum payments of death benefits were made, 
compared with 21,537 in the previous year. 


The following schedule shows the administration expense charged to the 
Account with respect to services provided to the Plan: 
Unem- Depart- 


Department Department Department ployment ment 
of National of National of Supply Insurance of 
Revenue Health and and Commis- Insur- 
(Taxation) Welfare Services sion ance Total 
Dalariectas, Sako $ 6,894,000 $ 5,251,000 $ 1,439,000 $ 236,000 §$ 37,000 §$ 13,857,000 
Employee benefits 1,347,000 780,000 208,000 26 ,000 — 2,361,000 
Office expense, sta- 
tionery and 
equipment....... 526,000 193,000 1,166,000 63,000 — 1,948,000 
Accommodation ... 901 ,000 676,000 156,000 52,000 — 1,785,000 
AVC et tes 490 ,000 304 ,000 9,000 — — 803,000 
PNOVETDISING vie 6s 329,000 25,000 — — — 354,000 
(i erettat es shines 338 ,000 739,000 629,000 61,000 13,000 1,780,000 


$ 10,825,000 $ 7,968,000 $ 3,607,000 $ 438,000 $ 50,000 $ 22,888,000 


Administration expense increased by $3,381,000 from $19,507,000 in 1970-71 to 
$22,888,000 in 1971-72, comprising increases of $2,069,000 for salaries and employee 
benefits, $369,000 for office expense, stationery and equipment, $241,000 for accom- 
modation, $49,000 for travel, $680,000 for other expenses, and a decrease of $27,000 
for advertising. 


A review and audit of all charges made to the Canada Pension Plan Account by 
other departments and agencies is to be made by internal audit groups of the 
servicing departments and agencies. The Management Review Directorate of the 
Department of National Health and Welfare is responsible for ensuring that a 
proper review and audit is made. During the year, the Directorate made an 
examination of the administration expense charged against the Plan in 1970-71 and 
the estimated charges for 1971-72. Its examination disclosed that the method of 
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calculating administration expense charged to the Plan by the Department of 
National Revenue (Taxation) continued to be inadequate. No adjustment of these 
charges has yet been made. 


The Act restricts the investments of the Plan to securities of Canada or the 
provinces, or securities guaranteed by the provinces, which are not negotiable, 
transferable or assignable. The amount available for investment at each month-end 
is determined by deducting from the uninvested balance in the Account the estimat- 
ed amount required to meet all payments during the following three months. This 
amount is allocated monthly to the various provinces in the ratio that contributions 
originating in each province bear to the total of all contributions. Any balance not 
required for the purchase of securities offered by a province is to be invested in 
securities of Canada. The rate of interest on securities purchased for the Investment 
Fund is determined, at the time of purchase, by the average market yield of 
outstanding negotiable bonds of Canada which are twenty years or more from 
maturity. 


At March 31, 1972, securities of Canada and the provinces bearing interest at 
rates varying from 5.29% to 8.33% were held as follows: 


CATION ee co Se ee. hs, ORR age So RI PARR ee $ 2,560 ,735,000 
Bree -C oltim bias vhs i Pe a iy TAG BR Se Des os Ses 667 ,063 ,000 
PASTS ORG ENE sree. 1c sare tetra ties anys tn and a teaver tee aent AM e AWE OMA EEN RNS 5. EET 428 252 000 
INE SINI COD) tomer ae otro ie dS wae Sieh nee aie di eet hot ine Raa ae ees 271,547,000 
DASKALCHEWAlL end. cent, ae ae SOR eC Ae hy SRI BR = 3678 217,421,000 
IN GMe COLA ot acai hry ay GHA! SCs ace, SDR MRE 9 5. otis So Rs oo 30a SR ee eae 178,451,000 
DVO RAESVUTIIS WHC Keates cd ocr ieee aah, Solano ys asa 0: Gh Goats Led GRUR ea atstatton a, Byres de Cn a 135,631,000 
iN oa GE Va LE Rete Dee Ae Oe eae ee Ee See KA me ene earU Sa MiCy BT ia J 87,918,000 
ORG GG is 1 ea as lai NE AS Mie A ab oe i) aE) a Sa Ba rec rena 19,445,000 
Berieey ECW are eG Sa ehph aoe 520) «Nee ae tr AUD ds OPE Rte eee ee 17,479,000 
DSTO Cd Maids Spler i 3 Selb eidn Mtn EMMA ER To SOE SURE PII TE el ad ans bd Ay 27 361,000 


$ 4,611,303 ,000 


Judges and members of the Canadian Forces and the Royal Canadian Mounted 
Police employed in the Province of Quebec are excluded from participation in the 
Quebec Pension Plan but have been brought under the Canada Pension Plan. As 
their employment is in the Province of Quebec, their contributions to the Canada 
Pension Plan, and those of their employer, have been allocated to that Province, 
which accounts for the investments in securities of the Province of Quebec. 


The financial statements of the Canada Pension Plan Account were not submit- 
ted to the Auditor Genera! for certification. 


375. Canadian Government Elevators. The Canadian Government Elevators 
comprise six elevators located at Moose Jaw, Saskatoon, Calgary, Edmonton, Leth- 
bridge and Prince Rupert. To March 31, 1971, the Elevators were operated by the 
Board of Grain Commissioners for Canada under the authority of the Canada Grain 
Act, R.S., c. G-16, and Order in Council P.C. 1372 of August 19, 1925. Since April 1, 
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1971, the Elevators have been operated by the Canadian Grain Commission under 
authority of section 12 of the Canada Grain Act, 1970-71-72, c.7, and Order in 
Council P.C. 1971-455 of March 9, 1971. The Minister of Agriculture is the respon- 
sible Minister. 


The Crown’s equity in the Elevators at March 31, 1972, was $15,942,000 repre- 
sented by fixed assets, $14,836,000, and working capital, $1,106,000. 


The following is a summary of the results of operations for the past two years: 


Year ended March 31 
1972 1971 
| Income— 
| SSE, STN 6 Re Pn A A als hs Ee eh ab a thio gen ag a A $ 1,048,000 $ 914,000 
| SORA Cae, Sek pen 8 Pete dee A. nie AES Ae tens 4a Res yet es 851,000 1,130,000 
| Lee ane eAICISUTDIUIS CTO. niin tate ots Aiwa wal oa viens aay dae 328,000 281,000 
| CUE ET has AAs fh as 5 GR AG Ran 0 BRA Ponen SEN OLA be Ge Ae ie Cara CUP E @ Gn 267 ,000 219,000 
er ie ee eee ie hy as cS OR Creat Sok sci teas a'e8 & sswhlese) wie eboteim tar sm ha Bee ee 29,000 66,000 
Ge PN es hg me ra em eK C eink sh pane lohn se ae ee 103,000 97,000 
2,621,000 2,707 ,000 
Expense— 
SPABICETAMUUWAR ESCA ETA ae he Le Ree. a een ee pee rene thn Oee 1,460,000 1,336,000 
| UO VCC OEILEL Shere tara lr uae ew aly band horn iin ak: cea e So we tes we dae SOE 208 ,000 224 ,000 
Me ree ST RITES OE LONER ins Shae tee i est BU Relate ssi ios ow Heed Bales 424 000 392,000 
brea Ie ie POWERS ONOIWALEILEE @s c ee: hoe (tes, cas ae Bans eyed eee 152,000 148,000 
PACHA SES OF GOLCEININOS cine cts cit torts lal: 5 aidle Sa lela yo Rlete See a Dilers nla ort 126,000 39,000 
| RSYeve Tah Gee ke 1h ee an ee | Te Ae Pee eC 125,000 96 ,000 
Building and equipment repairs and maintenance ...............0e eens 101,000 92,000 
PS OLUA GC Cmtl WEIS NEOVEIS10 1 iti ate de dave sie tose natn ein ea ate pee 57,000 92 000 
Petr EIEA, SET VICES 00 ann cia fees em aes va tao aed fa os & eral weak I Od done a la 16,000 2,000 
Me eer hor renee teks Neth a, Vruns one Gara Pe meeid ae vd eae eS 55,000 69,000 
2,724,000 2,490 ,000 
Operating loss (profit) without provision for depreciation.................. 103,000 $ (217,000) 
Operating loss (profit) provided for as follows: 
Income transferred or to be transferred to the Receiver General.......... $ 2,621,000 $ 2,670,000 
Expense charged to— 
IE VICHIEITES VOLE Ont e Rene on OT one rte ore ia oe see eee 2,506 ,000 2,245,000 
Less: 
Mixediassets acquired: t.5 4822s; ee es ea or eee , 5,000 — 
Stores acuuired tor mventories 22.242 baceriearo et is wee es oe 1,000 18,000 
6,000 18,000 
2,500,000 2,227 ,000 
Appropriations of departments which provided certain major serv- 
TOES TED OUINCLLATE CS cee aan teks i ht aes ioe eae nba ee eae 224 000 226,000 
2,724,000 2,453,000 
$ (217,000) 


income. 


103,000 


Increased receipts of grain during the year from 18.3 million bushels in 1970-71 
to 21.9 million bushels account largely for the increase of $129,000 in elevation 
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The reduction in income from storage results from a drop in the quantities of 
grain in storage and from grain being stored in 1971-72 for shorter periods of time. 


A loss of $136,000 during the year by the Lethbridge elevator was the twenty- 
seventh consecutive annual loss, the accumulated losses totalling $1,589,000. 


376. Canadian Government Photo Centre. The Photo Centre, a branch of the 
National Film Board, provides printing and processing services to government 
departments and agencies and produces black and white and colour still photo- 
graphs. Its operations are financed by means of a revolving fund established by 
Secretary of State Vote L90, Appropriation Act No. 3, 1971, 1970-71-72, c.46. The 
amount outstanding at any time may not exceed $450,000. Prior to the establish- 
ment of this Revolving Fund, the operations of the Photo Centre were financed 
through the National Film Board Operating Account and were included in the 
operating results of the Board. 


The Crown’s equity in the Canadian Government Photo Centre Revolving 
Fund at March 31, 1972, was $142,000 comprising capital assets, $139,000, inventories, 
$43,000, accounts receivable from outsiders, $2,000, and commercial accounts payable 
and accrued liabilities, $42,000. 


The following is a summary of the results of operations for the past two years: 


Year ended March 31 
1972 1971 
EM (SPARTA Lye NR OPN Sh doa aE aR Aa Re a RRR AT od Mtr A, ACAI ore EW RN $ 633,000 $ 542,000 
Expense— 
Salaries) wages and-employee benefits... 4... caus cscs ee ego ee cee ha oe akn ee 381,000 300,000 
Way TALE Tice tele t aNGre XN Preset a. f..04 05 poe eh eae eee ae ae alae 112,000 116,000 
BACCO TIO CLA LOM aired ss oe Cea t tect tere «ke ea CARO eA ora eRe ae 89,000 a 
Provision forreplacement of ¢apitalassets . co... 00250505 2 con cee guns Heid wale 24,000 23,000 
SIE CIA MACE ICOS set say te Maneatis Sf Peak Re i Ress ne a en ake cate 20,000 31,000 
Lrintingand processing in other laboratories 5... cose eae ook se ee 20,000 13,000 
INLEFESt LON OA CVANCESie orn cere cy tds oe Lie iad oe etiec, tested et Weed oh, ete 10,000 — 
HquipmMentTrepaits and Mialnten ance tu. Galo 2h cans Mk et siete 45, ease eres 5,000 8,000 
TIOL VEATS BOIUStIOONIG) se tar clk ee eee ites Lv aE SE CTE — 28,000 
OU NIUE) de, pee Se ree te tr BRP a PPO re ge 11,000 18,000 
672,000 537,000 
PET AOSS (TORT) HORA GV CAT L icncmivscrabvus eens kei I tke evcksta age ante teoteee eee $ 39,000 $ (5,000) 


The increase of $135,000 in expense was mainly due to the Photo Centre being 
required for the first time to pay for accommodation, $89,000, employee benefits, 
$26,000, and interest on advances, $10,000. As an activity financed by the National 
Film Board Operating Account in prior years, the Photo Centre was not charged for 
accommodation, employee benefits and interest because the Board was not required 
to pay these costs. 
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377. Canadian Government Printing Bureau. The Bureau, which is part of the 
Department of Supply and Services, operates the printing plant in Hull, Que., and 
small printing units across Canada. Its operations are financed by means of a 
revolving fund established by Vote L104b, Appropriation Act No. 1, 1969, 1968-69, 
— ¢.23. The amount outstanding is not to exceed $8 million. 


The Crown’s equity in the Canadian Government Printing Bureau Revolving 
Fund at March 31, 1972, was $3,306,000 represented by inventories of work in process 
and printing metals and supplies, $2,151,000, and capital assets, $2,782,000, less 
commercial accounts payable and accrued liabilities of $1,627,000. 


| The following is a summary of the results of operations for the past two years: 
| Year ended March 31 


1972 1971 
Sales— 
ANT OLIV LOIS LAI Ue es ree ates dais clare oc diets Gah pee aes Sey Lo aMe a mere ee $ 13,209,000 $ 11,262,000 
ByeOr eT a1) A TA CLAE Lon teoate nls tisk wes iter e 6 OW e-4-« Alea vn cas kn Bree e ae 13,902 ,000 9,861,000 
COMMNCTCIAN PIANUSS o0 ieee COCs e Pee es CTT Os ee ie Re a eh Pee 7,715,000 1,205 ,000 
AN RTS om ae re ia Oe ata Et ites sabe er ks Ines a's ee EE sels eye 345,000 405,000 
35,171,000 22,733,000 
Cost of sales— 
IDRPEC ER ALCrIG IGEN, P02 Sik ee, BERS oi, OP EEN Oe 4,715,000 5,003,000 
PEE CPG COUR Cech tee eine hie t,o nani Ce Dae aod 9,077,000 7,970,000 
OPEL TACUOEY, CX PeUSCS .@ ra eros oo Bice 6 Pad sae aca eee Cha MN hae a 10,234,000 6,387,000 
WORK CONULACLCU. . Weecele hall. 3-b eee boas ¢ Pb bless Led ress SCs 7,715,000 1,205,000 
RO ficetll=(ShOCORS 40 ite tll sO kcr ecun Pee ag SERN SO rat ich, cite, ms ORDER MN aod? (306,000) (129,000) 
31,435,000 20,436,000 
PU DUIIMSLYAL EO Ue XK PENGOL. hs fo Ks aire cok Moata's’ Poth aS aude sy seorda ee lag Sane ew 2,993,000 1,335,000 
TUCRISICIUDULONASES. 22 ones Mens Pec ete Seek OTe TOE Se ees Ones — 368 ,000 
34,428 000 22,139,000 
743,000 594,000 
Prior years’ adjustment......... Ei SOAS ete td. RAS RAS, Sah tay 3 163,000 — 
TOSCO TL SCAYNOO cen cc ten se tes SS as 8 le eae ee ei ER 44 000 36,000 
Pea LT PORTE NG SCR cst alte cnt ARe Saeco tao aatna and wiitc atatbawbacd teh hugea! We $ 950,000 630,000 


The increase of $12,438,000 in sales was due to an increased volume of business, 
to the inclusion of printing formerly recorded through a revolving fund used for 
paying for the printing of publications by commercial printers, and to higher prices 
to cover the costs of the following common services which in previous years were 
charged to appropriations of other government departments: 


Superannuation, pension and other employer contributions .......... 0.2... . sees eee eens $ 2,053,000 
ACEOMBIOCATION OL Dl antiiaellitien, eek. seen. ack ie Gas Ge siee 3c Ha dattas times Se hros Ta ¥ 1,396 ,000 
Tnterea ONVOLRINGICA DItB UBC VANCE coh <, coc chos ak acocie cans wae abieae af ok Gl Wis he wastes 381,000 
PICATICA IO DeACIN ISLE LIGU cc a atrt ec oe a oe ik ene oe ere Re ns oan ain 370,000 
(eguesmesue services: postage and other casts s, i5u . 2s Sas ER ie ae ee 104,000 


$ 4,304,000 
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The increase of $1,658,000 in administration expense was mainly due to the 
inclusion for the first time of the common service costs charged in earlier years to 
appropriations of other departments. 


Equipment purchased at a cost in excess of $8 million prior to April 1, 1971, 
from parliamentary appropriations and operating surpluses, was recorded during the 
year in the balance sheet of the Fund at an appraised value of $2,795,000 and 
equipment acquired during the year was recorded at cost. Depreciation of $625,000 
based on the estimated life of the equipment was provided for in 1971-72. 


The net profit of $950,000, and the balance of retained earnings of $912,000 from 
previous years’ operations, have been retained in the Revolving Fund pursuant to 
Treasury Board authority to ‘‘carry forward to future years any operating surpluses 
up to a maximum amount equivalent to the total amount of the two best years’ 
surpluses achieved during the previous five years’. 


378. Canadian Government Supply Service. This Service, a branch of the Depart- 
ment of Supply and Services, is financed by a revolving fund established by Vote 
L18e, Appropriation Act No. 4, 1966, 1966-67, c.6, for the purpose of acquiring and 
managing stores; for manufacturing, producing, processing or dealing in stores or 
materials; for the purchase and supply of repair services for office furniture and 
equipment; and for freight services. The purposes of the revolving fund were 
extended by Vote L13g, Appropriation Act No. 2, 1967, 1966-67, c.85, and Vote L22a, 
Appropriation Act No. 7, 1967, 1967-68, c.8, to include the procurement of insurance 
coverage at bulk rates on the movement of household effects and the financing of 
the travel accounts rendered by carriers for services arranged by the Central Travel 
Service. The amount outstanding is not to exceed $20 million. 


The Crown’s equity in the Canadian Government Supply Service Revolving 
Fund at March 31, 1972, was $1,665,000 represented by inventories, $6,123,000, and 
motor vehicles, $7,000, offset by accounts payable to commercial suppliers of 
$4,465 000. 


The following is a summary of the results of operations for the past two years: 


Year ended March 31 
1972 1971 


Disbursements for government departments and agencies on a recoverable 
RSIS AS See ah oe hu ate tl, GRAN ONO BOP ER UR ne SOM: cea Ac aeeRD $ 17,865,000 $ 14,281,000 
Supply operations for government departments and agencies— 
PIA LOD hey SE ns Pee Eee, PRT ae LTT NE Ot ee ee ed $ 22,240,000 $ 18,329,000 
Ostherinéonie cacies sve cae coe hee 6 Oh eg eee Eas ee ee ae 402,000 376,000 


22 642 ,000 18,705,000 


OJOBU GP GRLOG Re <1 cc owl eae: GRR aay Wer oan. eters ciety ine en ayaa a 18,640,000 15,321,000 
Warenotising Atl CIShPEDUtHol o- kt auk ah, oe ike weir eee eee eae 2,288 ,000 1,955,000 
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Year ended March 31 
1972 1971 


ERE i eee PAC as. Protec os aaa Eat Rw ic EY te ERE tad mga: $ © ©§©=6. 808,000 $ 520,000 
AER OLGS er a tI so yn Se ee hw ahd oe DUN eee 484 000 —_ 
Inventory shortages and obsolete materials................cceeceeeeee 81,000 52,000 


22 296 ,000 17,848 000 
CEE W LG edly 5 7-0 5°.) | I brdth a ea aPC WANN TEM ed © Leones DF rm aes 2 346 000 857,000 


Office equipment and furniture repair services for government depart- 
ments and agencies— 


oe VOC il CE Sua CMR AIDS cbt minal ve esa sch ails wha eis oo vi te deaand ete 1,990 ,000 1,776,000 
RP SC ihre eS ie Ae car IR A eB Bole ae. a cuenta hud dos et we oy 1,927,000 1,763,000 
Pf Oo em arta eee ae 1 oe ad: AY cee! ga ante ay gs UM eis bo ee 63,000 13,000 
PVENg EY EVER Va PAS CEES 7 50 EEE Ne en ca RRR TC are NEMS ies Se $ 409,000 $ 870,000 


The increase of $3,584,000 in disbursements for government departments and 
agencies on a recoverable basis was due to the increased participation by depart- 
ments and agencies in the central travel and freight services arrangements. 


The net profits of $409,000, and of $870,000 for the previous year, have been 
retained in the Revolving Fund pursuant to Treasury Board authority to ‘carry 
forward to future years any operating surpluses up to a maximum amount equiva- 
lent to the total amount of the two best years’ surpluses achieved during the 
previous five years’’. 


Costs not charged to and recovered through the Revolving Fund include certain 
administrative costs applicable to all services financed through the Fund; deprecia- 
tion on certain equipment; management, procurement, accounting and computer 
services costs relating to the supply operations; and the value of accommodation 
and other services provided without charge by government departments. These costs 
are estimated by the Department at $4,400,000. 


379. Canadian Grain Commission. This Commission, formerly The Board of 
Grain Commissioners for Canada, consisting of a chief commissioner and two other 
commissioners appointed by the Governor in Council, is responsible for the adminis- 
tration of the Canada Grain Act, 1970-71-72, c.7. The objects of the Commission are, 
in the interests of the grain producers, to establish and maintain standards of 
quality for Canadian grain and regulate grain handling in Canada, in order to 
ensure a dependable commodity for domestic and export markets. The responsible 
Minister is the Minister of Agriculture. The head office of the Commission is in 
Winnipeg, Man. 
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The following is a comparative summary of the results of operations for the past 
two years: 


Year ended March 31 
1972 1971 

Expenditure— 
Sa Arles WEES ALCL WOW ATICOS 401 a hac. nce uEmer ratte ah Pes aie POE heneeerats $ 8,487,000 $ 6,968,000 
Ep OV EC DEHOENS oan ek fe. ok aie ose capes Rees hae Leanne crrae 1,203,000 1,019,000 
COMO ELON ace reat uD hen eee ais coset ta ee es ee obs tare sence Cae 290,000 258 ,000 
Materials, sippites-and Office 6QUIPMENG......056.ce0e.sacreeeueecaeute 245,000 170,000 
Transportationw nd Communications wa eke le Se on ee ll nce 242,000 186 ,000 
PEPAVED 4h sd ad bevadibve a VSR Re Ce 8 mao a NS ae een eed LAS” ran Sapa 235,000 250,000 
Scientific, technical, laboratory and other equipment ................05. 188,000 257 ,000 
PLOT L OF COMIMIFCE 2. wah UU acre Uk ee a ada cold eaule bar Geen trem 95 ,000 47,000 
PRECOUMUIUR SeLV I Oe cls Acca te Cr wou Ree ee ems Che OPTS, APE eae ee wae 95 ,000 11,000 
ROE AE as cassis Be eeu le eccaneir chsh d's oa Ite ca in ee Rd tle oe A 141,000 104,000 
11,221,000 9,270,000 

Revenue— 

URES) DL LOL AEE) 6 rs, Ac ARCO RE CoD RRND, Ct MO ON RE AR, AION Ege ae eA ge 4 281,000 3,865,000 
TUE TTB eo ea Gs arestie 81 itn ae Ue aes yee Ee SNR ee aS cig Sal ata aaa 2,219,000 1,937,000 
Rewisiratwne and-cancel ations: 1743s 48s acige ee ee he ie Se ees 296 000 260,000 
TVCRUCGS Ce cece Ady d a eae Rea eh ce ME cdg a cue ra 27,000 27,000 
COC CY Gea rhe ere R Sods ORI EL GON ae Os ER. CON Cn Le ee ec ce eee 2,000 2,000 
6,825,000 6,091,000 
Pixcess of expenditiire over revenue ysis sinh. <. cate s tA Oe ated eek « Sale $ 4,396,000 $ 3,179,000 


Excess of expenditure over revenue provided for by— 


A PTICUIEULE: VOLE DOs 29% hhc ace, crt More a Ribas Ue at SOR nea ea, $ 9,843,000 $ 8,179,000 
Canada Grain Act, section 5 (salaries of Commissioners)...............0. 80,000 61,000 
Government departments which provided certain major services without 

CUAL Caleta cai cr AS Si) cd Bex Pie hi cate, gh -bistighs Sus Tale nee Pain iy AE canine 1,298 ,000 1,030,000 


11,221,000 9,270,000 
De6gGes REV CNET). ack Ll hase oe HB ae Sete ae ee Se tea ee 6,825,000 6,091,000 


$ 4,396,000 $ 3,179,000 


Normal increases in salary rates and in casual labour to meet the increased 
movement of grain were the major causes of the increase in expenditure. 


380. Central Microfilm Unt Revolving Fund. Public Archives Vote 529, Appro- 
priation Act No. 6, 1956, 1956, c.32, authorized the operation of a revolving fund for 
the purpose of producing, processing or dealing in microfilm. The amount outstand- 
ing may not exceed $80,000. 


The Crown’s equity in the Fund at March 31, 1972, was $164,000 represented by 
capital assets, $83,000; inventories, $15,000; accounts receivable from outsiders, 
$110,000; offset by accounts payable to outside suppliers, $44,000. 
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A summary of operations for the past two years follows: 
Year ended March 31 


1972 1971 
PEGS Pe Oe CE Re. sie LAAs cae pepe Bh Aayer esas ec ER PR ATR ROSEN PG ARR « oer $ 637,000  $ 369,000 


CTS ORE CWEESS § = 0s 7 Nea ede ieee OR Ee corey Oe ORES Cy Neat gO WC RUE ET 287 ,000 157,000 
350,000 212,000 


Administration and operation— 


Salaries, wages and employee benefits «0... hore eve ghee sea eeleewdvades 188,000 136,000 
Rental Of CaUIpmen tis (Anek se Lee SG. ESN hs OA UR eh eee eee A 56,000 —_ 
Mursice deve oping and prinbine «1645.54 + Wak elas & a ere Beene ewe eee 34,000 39,000 
EXCCOMIMOC AION htt A oh ote aa ek CR LALAN. Ga G4. chk bas tle oe aes 24,000 — 
MIA eRTIOTICE ] ET ED AIIS ius BLA GRA Sas NSS ees be he eiow kn eee tan tee 16,000 12,000 
PSOE CTA OTe or her BS GO Is GTA oe State take a ean it Ae eR een ae 15,000 13,000 


eC geist Men ae ea CLA A REE th it ine BORE bk ein la he taek EN ela ad 8,000 5,000 
341,000 205,000 


ING ImNCOIMC TOR TNORVGAl (cots sitet gh seri are Ak oc oes Ee Ce eee ora ee ey ee $ 9,000 $ 7,000 


In 1971-72 the Fund rented a computer-oriented microfilm processor and related 
equipment, at a cost of $56,000 that had no counterpart in 1970-71. Employee 
benefits of $25,000, accommodation costs of $24,000 and certain other costs formerly 
charged to appropriations of other government departments were paid by the Fund 
for the first time in 1971-72. 


The net income of $9,000, and of $7,000 for the previous year, has been 
retained in the Revolving Fund with the authority of the Treasury Board. 


381. Computer Services Bureau. This Bureau, a branch of the Department of 
Supply and Services, operates a working capital advance account authorized by 
Vote L99e, Appropriation Act, No. 4, 1966, 1966-67, c.6, for the purpose of providing 
data processing and related services to government departments and agencies. The 
amount outstanding is not to exceed $2 million. 


The Bureau had a deficit of $369,000 at April 1, 1971, which, together with the 
operating loss of $884,000 for the nine-month period ended December 31, 1971, was 
reimbursed by Supply and Services Vote 10b. A further deficit of $322,000 was. 
incurred in the three-month period ended March 31, 1972. At this date the Crown’s 
equity in the Bureau was $174,000 comprising: capital assets, $151,000; inventories, 
$24,000; travel advances, $1,000; and accounts payable to outside suppliers, $2,000. 
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A summary of the results of operations for the past two years follows: 


Year ended March 31 
1972 1971 
Income— 
Bureau computer fees, rental of remote terminals, etc. ..............005- $ 2,348,000  $ 1,823,000 
PAPO STATIS BCTV ICES woth 1 eey ny sce sats ots Soren de de Netere ictal ia aa hehe pecan ep reunions 246,000 367 ,000 
2,594,000 2,190,000 
Expense— 
Rental of Bureau computer.and equipment: ........-,4..0....¢2 tase mavaeee 1,495,000 1,271,000 
Dalaticsmnceemplover benelite am case een cae ees ss 2s. dct ete 1,387 ,000 1,030,000 
Plenta (Oru sd ecOMPUlers i. chs 5 ste oo oo paste maou 2 shee SE 224 ,000 207 ,000 
PRC CODA TOC UCIT carat Gat use ks is a oe a econ Act atte nh aa at aan 179,000 86,000 
VU BRCLIA SVR CRISUD DCR oe... 55 tetnac vitro ce hake ear tor ee ee 125,000 93 ,000 
PHtEKESt OLA TANCES totes sicak se co ee ee ih eat ee Vee oid yates 113,000 96 ,000 
PeTOLESSIOU AE SEEV IGS Son oat, can erased aioe ees tate reer eran Cal ee wictane tee een poe aie 101,000 174,000 
ENS AY ot rig Nga Ot EG Gt DEI eg eM SIZ cP OAS NCL Be PB ear ene ures AV My Ue Sa 176,000 145,000 
3,800,000 3,102,000 
PE OSRUEOT UEC uy Cilia gta hoes Ris See es ne ieee delet NO TE $ 1,206,000 $ 912,000 


In addition to providing data processing to government departments, the 
Bureau acts as their agent for the rental of outside computers. In previous years the 
Bureau rented the outside computers and recovered the rent from the user depart- 
ments, recording the costs and recoveries as expense and income in its accounts. 
During 1971-72, however, on instruction from the Treasury Board Secretariat, 
outside computer rentals were paid directly to the suppliers by the user departments. 
As a consequence, these charges were not recorded in the accounts of the Bureau in 
1971-72. For purposes of comparison the amount of outside computer rentals, 
$2,908,000, and their recoveries in 1970-71 have been deleted from the figures for that 
year. 


The increase of $294,000 (82%) in the loss for the year was caused by: rental of 
additional communication terminals and equipment for the electronic storage of 
information; hiring of more personnel and payment of retroactive salaries; and 
rental of additional space. We were informed that most of these additional expendi- 
tures were incurred to meet an anticipated increase in demand for the Bureau’s 
services which did not fully materialize. 


382. Defence Production Revolving Fund. Section 15 of the Defence Production 
Act, R.S., c. D-2, established the Defence Production Revolving Fund for the 
purpose of acquiring, storing, maintaining and transporting stocks of materials or 
defence supplies, and providing working capital loans and advances to persons 
engaged in defence work. The Fund is now operated by the Department of Supply 
and Services. The amount outstanding is not to exceed $100 million, a limit which 
has not been approached in recent years. 
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The Crown’s equity in the Fund at March 31, 1972, was $2,194,000 represented 
by accounts receivable, $5,326,000, progress payments to suppliers recoverable from a 
customer, $24,000, holdings of strategic materials, $889,000; less accounts payable 
and accrued liability, $3 851,000, and advance payments from a customer, $194,000. 
The remainder of the Fund consists of advances and loans to suppliers, the 
repayment of which will be dependent for the greater part on payments to suppliers 
from appropriations, and amounts recoverable directly from departments. 


The Fund’s operations for the past two years are summarized as follows: 


Year ended March 31 
1972 1971 
PEE LCA UCONN Co 5 tech atovsks Gascon al NR GOATS MEY ND Mes bh eR oe $ 701,000 $ 1,340,000 
Preniondisposal of strategic materials 5 cc4.ou<4sv46 sea oabw den oneawecaiee ss 7,000 12,000 


Net profit for the year, transferred from the Revolving Fund as revenue...... $ 708,000 $ 1,352,000 


A note to the financial statements discloses that at March 31, 1972, the Fund 
was committed to the acquisition of aircraft at an estimated cost of $49.2 million— 
now estimated at $48.3 million. (See paragraph 74 of this Report.) The resources 
intended to be used for this purchase appear to be: 


Canadian Commercial Corporation: 


EOC OCUS OF Calon MOLLGr a IECT at bik Metres ceca ys Calc ale Wale On Gre setae SEL he oe erik ehaieaaad tame $ 33,200,000 
ates tax reba lea Mi respect 0 AiLcrall Sold jucccrscs seem vues oe ele ea eaten ene: 2,000,000 
Interest earned on funds withheld from Consolidated Revenue Fund ................. 1,700,000 
36,900,000 

Nasional Delence.appEOpriation. waa, dint bert ce ole) obo bi ark, LOO. See 10,500 ,000 
ROUTE ETA EODER Steel aes ete ease ee ae ses Utne tis is COE Mian eiscge SAR SRI 900 ,000 


$ 48,300,000 


383. Fisheries Prices Support Board. This Board, consisting of not more than six 
members appointed by the Governor in Council, was established under the Fisheries 
Prices Support Act, R.S., c. F-23. The Board is responsible for investigating and, 
where appropriate, recommending action to support the prices of fisheries products, 
in an endeavour to secure a fair relationship between the returns from fisheries and 
those from other occupations. Support measures take the form of the purchase of a 
fisheries product by the Board at a prescribed price or the payment to a producer of 
the difference between a prescribed price and a lower average price at which a 
product is sold during a specified period. The Act requires that an account called the 
Fisheries Prices Support Account be maintained to which shall be charged all 
expenditures other than administrative costs, which are met out of moneys appro- 
priated by Parliament for the purpose, and to which shall be credited the proceeds 
of sales of fisheries products. The Act also provides that the net operating profit in 
each fiscal year shall be deposited in the Consolidated Revenue Fund as revenue, 
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and that the net operating loss in any fiscal year may be recouped from moneys 
appropriated by Parliament for the purpose. 


The Crown’s equity in the Account at March 31, 1972, was $575,300 represented 
by an inventory of canned mackerel. 


A summary of the results of operations for the past two years follows: 


Year ended March 31 


1972 1971 
Trading operations— 
io A Cinta EWES AE ie RE we CAP PE SOFT pape OTS Biteaty oe CE AeA RR AC nd $ 510,200 $ 885,000 
OG ORE Pee RAN AGN! «one A are IO RAN URN EOE a great Re LU ayer ral ncdE 496 500 880,100 
EGIL OUATACIIE ODELA MONS tc animes ack Xe Sis, wets teehee ans nn aot a ree 13,700 4,900 
—by commodities, 1971-72— 
Cost of Profit 
Sales sales (loss) 
(CHNNEC MACKETE! ers osu nee cae $ 337,300 $ 324,800 $ 12,500 
Lake Erie yellow perch......... 91,000 87,400 3,600 
CGCOMECLEO sastaca a nas aiee sas eos 81,900 84,300 ( 2,400) 
$ 510,200 $ 496,500 $ 13,700 
Deficiency payments— 
SAITO COO Tae aes eck tus Shp Ais Sas uaa uateoks cutdhak be adi og A ea eT 245,000 23,000 
WoGSLOR TNE YEARA 20 Se Sita allo ole oak aphid Rca ek ee ee ee $ 231,300 $ 18,100 


No request has been made to Parliament for an appropriation to recoup the 
Board’s losses totalling $249,400 for the past two years. 


The financial statements of the Board were not submitted to the Auditor 
General for certification. 


384. Fisheries Working Capital Advance. Under the terms of the 1957 Interim 
Convention on Conservation of North Pacific Fur Seals, to which Canada, Japan, 
the Union of Soviet Socialist Republics and the United States of America are 
signatories, the United States harvests an average of 50,000 fur seals each summer on 
the Pribilof Islands, Alaska, and Canada receives 15% of this harvest of sealskins. 
The entire harvest is shipped to Seattle from where Canada’s share is shipped to 
South Carolina for processing and then to Canada for sale by auction. Canada also 
receives a similar percentage of the sealskins harvested by the U.S.S.R. on the 
Commander Islands in the western Bering Sea and on Robben Island and the Kurile 
Islands in the Sea of Okhotsk. These skins are also processed in the United States 
and sold by auction in Canada. Fisheries Vote 542, Appropriation Act No. 3, 1953, 
1952-53, c.54, extended by Fisheries Vote 656, Appropriation Act No. 5, 1958, 1958, 
c.44, authorized the establishment of a revolving fund for the purpose of financing 
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the transportation, dressing and dyeing and other expenses incidental to receiving 
and disposing of these sealskins. The amount outstanding may not exceed $500,000. 


The Crown’s equity in the Fund at March 31, 1972, was $8,200 represented by 
freight and packing costs relative to the 16,485 sealskins on hand at that date. This 
inventory of sealskins did not include approximately 500 skins held by a fur 
company for experimental processing. 


A summary of the recorded results of operations for the past two years follows: 
Year ended March 31 


1972 1971 

Dales of 9.159 processed skins (9,898 in 1970-71) 05 foc se a SG ede ciate oe polos $ 673,000  $ 764,000 
Cost of sales— 

DTESEIN GANG CY EIN ey tase wrk pores SV Oe ae oe dE RE Re PURSES ea eee 328,000 364,000 

BG ean P rte: AUN eRGENN 2 Fans os Gad ABs 4 ahr Ee Ape aed ad RE RE tae RA eee 68,000 78,000 

MO GEIINISSLO TROT SALOG aS Meats inty Gran Bihan stagere eke Auten ae Ri oe ee Oe 24,000 27,000 

ESTIDCT INI Gee oie a ths kek tren ah ae CaN G Rag atari“ wees en eae Ao SRE OTE — 19,000 

At Ta Geet eect eer ater me OM erate Aa oe toes WT oa 2k ek EUR 7,000 7,000 


RVC ATE OUS Bair areceotat nat mem me rot se) oF INO hur) SiS eo yale ellen 3,000 (4,000) 
430,000 491 000 


Profit for the year transferred from the Revolving Fund as revenue ........... $ 243,000 $ 273,000 


The miscellaneous credit of $4,000 in 1970-71 results from adjustments of prior 
years’ transactions. 


These figures do not reflect certain transactions applicable to 1971-72 but not 
settled until 1972-73; namely, receipt of a federal sales tax refund of $1,600 and 
payment of blubbering and transportation costs of $12,000. 


The financial statements of the Fisheries Working Capital Advance were not 
submitted to the Auditor General for certification. 


385. Government Telephone Account. Finance Vote L20 of Appropriation Act 
No. 5, 1963, 1963, c.42, authorized the establishment of the Government Telephone 
Account for the purpose of financing the government telephone service. The amount 
outstanding is not to exceed $1 million. 


In paragraph 340 of our 1971 Report we pointed out that the financial state- 
ments prepared by the Department of Communications did not meet the Treasury 
Board requirements because they reflected only cash transactions. For the year 
ended March 31, 1972, the financial statements were prepared on an accrual basis but 
comparative figures on an accrual basis for the year ended March 31, 1971, are not 
available. 


The Crown had no equity in the Account at March 31, 1972. 
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A summary of the result of operations for the year ended March 31, 1972, 
follows: 


Income— 
LelecOMIMUNWATION SETVICES ao courte et oe pe PORE ne ee es oa Ose Pr a ee eee ree $ 10,122,000 
Expense— 
Operating: 
TCCECIUY TICEW OLRM Se cake he Ge Cra soe Croats Siok, a ee res On Tete ree 7,567,000 
ODCPE LORE SAISTI CR To 2s ooa.g Oe aad rsa els Sow es CAME Ue Gres RE ae ae ee eg a tee 836,000 
EGca sharediSery 1CO8™ << <noy a waren esse, lel RU tet coy aha naa eee 439,000 
IIT ECTOEVE SERVICER or. Riciaete. sckee eth 6 Ole dea Sa) ite ROT Dei aee toe eRe Re Oe ace araoes 251,000 
BPHSEC SPACE aerate ewe © ose oF ake Ate God Ow dassetey side taicnet Weeki di > Bogen esi eee an ae 25,000 
9,118,000 
Administration: 
Salaries andzemp lovee benelitsann iia. donc ace khianns vies et le cata) See eee 842,000 
Rental of buildings and: equipmen tec atee casts ee es Se ee, eee 84,000 
Professional SETVICES =. cfc ONe Gos MSO oa ek bln on eae ee ee ee 77,000 
CLF ANCLIAIIC, TEMMOV ALE rors esas Ae Oe a xeene Sent Oe en a RE ee SANE aes en a 52,000 
Pelephone and {reightes shies say asc aus Roos ces ao obd Canes Or on ee 32,000 
Offrceumaterial ang SUpDLeS 2/4. -: ak hae oa ee no cs eae enpaneeehe a eee ee 9,000 
SP PATNING ANC COUCRUION as ccc os, Sa cieina Arata: RO aden here od a wea at ee ee One 9,000 
PSTECTALION acest ie oc oe ene ae ee Re SR J renee Gin Par a a ate ee 8,000 
AVE A CTR orspena MG Rs ut A aac 2) 4a. a. sie MOMS ha (cia aaa tare. ch) SMA ane aera 4,000 
1,117,000 
10,235,000 
BOC Ta tay dad ave Sider: |e meyer gee A En OO CEN CO NO PMR OL Cnr et TTL Nw re RA I $ 113,000 


386. Information Canada—Expositions Revolving Fund. The Audio Visual— 
Expositions Division of Information Canada is financed by a revolving fund 
established by Supply and Services Vote L149b, Appropriation Act No. 1, 1970, 
1969-70, c.24, for the purpose of providing project management, design, production 
and warehousing services for exhibits and displays sponsored by federal government 
departments and agencies. The costs incurred in providing these services are recov- 
ered from customer departments and agencies. The amount that may be outstanding 
at any time was increased from $1,000,000 to $1,750,000 by Supply and Services Vote 
L30, Appropriation Act No. 3, 1971, 1970-71-72, c.46. 


The Crown’s equity in the Fund at March 31, 1972, was $294,000 represented by 
production materials, $37,000, and capital assets, $285,000, less accounts payable to 
commercial suppliers and ‘accrued liabilities of $28,000. 


This is the first year for which the financial statements required by Treasury 
Board Circular 1970-7 of January 8, 1970, have been prepared for the Revolving 
Fund’s operations. 


The following is a summary of the results of operations for the year ended 
March 31, 1972: 
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eye Ds eet ove Ver] CMs ere Pa WC) oY icc Re nee OPP SE CeO nt ee ee $ 6,700,500 
Cost of sales— 
Direct: 
SUUCONUACES TE Smee ke oe era eae rete Chen er ar ee feck $ 1,978,600 
VER GCP Alito: ee A.) cree eilua ne ill alae N ce oRikuan 4 suche 4 742,500 
{By 06] pe ah Sad ania Soa VR dahon) pay tate ae ee mb Ae ait ets eM on ee 550,200 
EXnibiyspace Tental Costessey MO. Dae, eee heer iee ee ee eee 528,000 
eUStOUIS reo Nts QNO-CULY U4.5 re an vals one bis Ss 4 ce ee 269,000 
Praveen COMMUNICALLONS: fe eicea.e peas oe Tee via cates oe ort es 170,900 
4,239 200 
Indirect: 
PPO leChanANAReIMC ita SGA ALE ae haw ake eee 626,500 
PNG DEOAUCHONmtn Ran MO ai Rb cic A syn Deactas spats ders io eerie 597,700 
ILI Seep yea ase Re Sau ey Hg bay ag gH bale CoA Oi mda ie ai ee wlth em, MMs oan Ti 537,700 
FNECEIVIN G AMiCe SID ILigerts ch Gtet Mahan eine ISN EE) Pine ee 190,400 
VON avi rmnre aya 2 ivetis. 2 ORM Mtoe ax Niels, Wes AIRE cs 58,700 
2,011,000 
. 6,250,200 
PYRIETIMESLA LION EXDOLSEIN coke ee ae aoe Bese eC ERAE P oad oterth eek 448 800 
6,699,000 
ACs Teen A CUE oe ane OAR Set ee ee a ne ee Sen ee Me Py $ 1,500 


387. Information Canada—publishing activities. Supply and Services Vote 25, 
Appropriation Act No. 3, 1970, 1969-70, c.46, authorizes the purchase, publication, 
distribution and sale by Information Canada of publications to the public. This 
function consists of: publication of books and pamphlets on Canada and on 
government activities; provision of publishing advice to departments; promotion of 
a higher standard of excellence in form and language in all government publica- 
tions; and promotion and sale of government publications through mail-order and 
sales outlets across Canada. 


A summary of expenditure and revenue for the past two years follows: 
Year ended March 31 


1972 1971 
Expenditure— 
Printing and binding of publications for sale and for free distribution .... $ 2,067,000  $ 1,849,000 
AGMinistration. publishing and distIDUtION jcc abe ware ott oaks woes s0 He pos 1,822,000 1,295,000 
3,889,000 3,144,000 
Revenue— 
Sales. Oipibliva tions) 14) ho srt. Ames bo ihetian rach de pal eet em cee 3,305 ,000 2,870,000 
[SUR RVE LIne, oy) OE A AN GMC) Ucar ear ae UN rr etd eR rN yh, 86,000 33,000 
Wrterork [Ot OLNCr departments. . crise wy caren. te Wout tl gan daisies Oh weir — 3,000 
3,391,000 2,906 ,000 
Texcess OF expendliure OVel TEVenUes c+ valet sass baer aaa e mooie s $ 498,000 $ 288,000 
Excess of expenditure over revenue provided for by— 
SUDDLVaGecehMICes W Ole 20 oss are ele) tis aiectanh re see sams Dale ote $ 3,889,000 $ 3,144,000 
Less: Sales proceeds credited to revenue .......... 2. cee ee eee eee 3,391,000 2,906 ,000 


$ 498,000 $ 238,000 
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The summary does not include 1971-72 federal sales tax of $100,000 assessed in 
August 1972 by the Department of National Revenue. Neither does it include the 
cost of common services provided without charge by other government departments 
because no estimate of the cost of these services was obtained by Information 
Canada for 1971-72. On the basis of departmental information we estimate the value 
of common services at $2,300,000. 


The sales operation is handled through a publications warehousing distribution 
centre in Hull, Que., and six bookshops located in the larger Canadian cities. 


Sales of publications during the year totalled $3,305,000 but, because the cost of 
printing and binding is not divided between publications sold and publications 


distributed free, it is not possible to state what part of the cost of $2,067,000 is 
applicable to those sold. Furthermore, because the inventory records are incomplete, 


it would not in any case be possible to relate cost of sales to sales. As in previous 
years (paragraph 341 of our 1971 Report) we must report the lack of adequate control 
over stocks of publications held for sale. 


Since 1962, 16 studies have been made of the printing and publishing activities 
of the Government; the most recent having been completed in 1972. An inventory 
control system to give total physical and financial control of inventories in the bulk 
publications stores, forward stores operations and bookshops has still not been fully 
implemented. A partial system put into operation during the year included only 
15,000 out of approximately 60,000 Canadian publications and is therefore of limited 
value. It was installed by the Publications Division to provide essential information 
on free distribution of Canadian publications and on stock movements from the 
publications warehousing distribution centre to the sales outlets. No inventory 
record is currently maintained from which the free distribution and actual sales 
statistics of individual publications can be obtained. As a result there is no informa- 
tion, centrally located, from which a decision can be made on re-order quantities, 
excess stock levels, and disposal of slow-moving and obsolete stock items. 


The inventory was reduced during the year by routine disposals of obsolete and 
soiled publications having a retail value of $94,000. A Working Group on Publishing 
made up of government, industry and university consultants recommended in 
August 1971 “...that an inventory be taken at once and a condemnation board be 
convened as soon as possible to dispose of obsolete publications or those surplus to 
requirements.’ This recommendation has not yet been acted upon. 


Annual financial statements that would present the financial position and the 
true cost of the publishing activities are not prepared by Information Canada. 


388. National Film Board. This Board, consisting of the Government Film 
Commissioner as Chairman and eight other members appointed by the Governor in 
Council, operates under the National Film Act, R.S., c. N-7. Its purposes are to 
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initiate and promote the production and distribution of films in the national 
interest. With the exception of expenditure on equipment acquired for its own use, 
which has been charged to Secretary of State Vote 80, all expenditures of the Board 
are charged to the National Film Board Operating Account. The Account is credited 
with all moneys received from operations of the Board, including the proceeds from 
the sale and rental of films and other visual materials; amounts provided by 
Secretary of State Vote 80, for program expenditure; and amounts transferred from 
appropriations of other government departments in respect of work undertaken for 
them. 


The equity of the Crown in the Board at March 31, 1972, was $3,977,000 
comprising capital equipment with a net book value of $3,061,000 and working 
capital of $916,000. 


Secretary of State Vote L90, Appropriation Act No. 3, 1971, 1970-71-72, c.46, 
éstablished a revolving fund for the operations of the Canadian Government Photo 
Centre, effective April 1, 1971, which is dealt with in paragraph 376 of this Report. 
Prior to that date the Centre operated under the National Film Board Operating 
Account and the results of its operations were included in those of the Board. The 
figures for 1971 have been adjusted to exclude amounts applicable to the Centre in 
the following summary of the Board’s expense and income for the past two years: 


Year ended March 31 
1972 1971 
Expense— 
Production of films and other visual materials for: 
INShOnaIERITM DOANGs warren bee tees iio 0a fat Mea oe uae of vats oc $ 7,304,000 $ 5,783,000 
Government departments andiothers 04k. ows at ace a wldas Riedie 5,326,000 3,976,000 
12,630,000 9,759,000 
WistrOOMOROL {ILS tat. hee ea ee Poe ate ae dd eek Me Sacre 4 034,000 3,843,000 
Estimated value of major services provided without charge by govern- 
ment departments: 
PNCCOMMIO CAT HOe toe) oo ete te eect ai ue aon evans AC Ke upat eee GR ieals 2,125,000 1,940,000 
Pi OVies: DONCLILS 21Gb ae Feet he oy ak oh Gate ay Shae AES 1,410,000 1,184,000 
Accounting and cheque ISSu€ S€rvV1C€S ...... 02. eee eee eee ees 146,000 143,000 
Carry iis Of ITS UKEO TEAL eee tae oe eee ete 5 yoke eee ee hed 12,000 12,000 
3,693,000 3,279,000 
Executive and administrative services. mate. ames Sees Pawn cantor, 2,119,000 1,995,000 
Depreciation cans ot ek oe er tees ol Fak a alas wee mes 457,000 392,000 
TesOaEC Heat GEVGlOD Mie ehh ear Paha are nu is Or Wag nls a ieehak ge 144,000 120,000 
Provision for retroactive salary and wage Increases............0.ee ees — 312,000 
Eveneguer Cour award se LIfe 1OSSG lk Gao oy oko eee le Lie ¢ temurcnnaale ate Bike — 90 ,000 
23,077 000 19,790,000 
Income— 
Male oriiims and other Visualmaterials . 2.50. Vides ceca orn ewes eenes 5,986 ,000 5,109,000 
PL ONCR Ie BGTON ATION Mace sie itee iene oan meas hk BA CIS er ol OE PS 1,543,000 1,012,000 
IARC OUTRO OLIG otek oe Seat ee area eee Tica he ee ed cere ike ease ees 53,000 39,000 
6,160,000 


7,982,000 
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Year ended March 31 
1972 1971 
INGE ERECT ISO ek ae SPA ane Ie rere cc Aa SER Seb reedetiel ge Sstoa Abn ne METS Oa 9 $ 15,495,000 $ 13,630,000 
Net expense provided for by— 
Secretary Of sp tavery OverOU rrr we ets ase aes eens ae lhe ee ees ce tienes $ 11,355,000 $ 9,568,000. 
Treasury Board— Reserve for salary revislonS............cce eee ee eens — 312,000 
Exchequer SOuUrh award 11 TOONS. oe cect whens ious abe eee ao 90 ,000 
11,355,000 9,970,000 
T3es3 SATHOUNUTCL UNC ADIG 2) sina. tee eres 2 een! OTk ee ete ee 10,000 11,000 
11,345,000 9,959,000 
Government departments which provided major services without charge 3,693,000 3,279,000 
DED ECIATION yo coanc ee Dune ere ees aes Be ae Pe hae Se 457,000 392 ,000 


$ 15,495,000 §$ 13,630,000 


The increase of $2,871,000 for production of films and other visual materials 
relates mainly to fees paid to performers, researchers, writers, etc., salaries paid to 
employees engaged on production, and amounts paid for work done by outsiders. 
The estimated value of major services provided without charge has not been 
allocated to the several activities of the Board because the Board does not wish to do 
this until it is required to pay for these services. 


The increase of $877,000 in income from the sale of films and other visual 
materials relates mainly to additional sponsored production. The increase of $531,- 
000 in rentals and royalties relates to royalties earned as a result of greater usage of 
films produced by the Board. 


389. Passport Office. Vote L22b of Appropriation Act No. 1, 1969, 1968-69, c.23, 
authorizes a revolving fund for the purpose of operating the central and regional 
passport offices. The amount outstanding is not to exceed $100,000. 


The Crown’s equity in the Passport Office Revolving Fund at March 31, 1972, 
was $292,000 represented by $78,000 in advances for the acquisition of capital assets 
and by $214,000 in capital assets financed from parliamentary appropriations or 
from operating surplus. 


The following is a summary of the results of operations for the past two years: 
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Year ended March 31 


1972 1971 
Income— 
SSC es it eat pe pe aie ani Pine ae Ee oh dhe oa) i Relat aE gS Aen) Ree, eel a $ 4,675,000 $ 3,971,000 
Expense— 
States a CUD ON Ce UCNCIL S240 4 vars wie es tan olan thee ve cinta tees ce 2,116,000 1,863,000 
Poasspot Materials and application fOrMs .. \o 0, seer ve ec ceeded s Adee. 309,000 266 ,000 
POOL ALTON Were iccs eater SNE: aha cas seit k ctesha een sii att ade be 253,000 219,000 
ESADOUIODCTALIONS Ab DOStS ATOR: ean au tc 7 4 oh tuihSs Gales a Watenim dese been 229,000 176,000 
OSE ACEI WV ACES ANU DOSCAG Cte eee cit ere aes taco CAS Capeee ls Paes 201,000 149,000 
PLOLeSSIONA ANC SDCCIAl SETVICES. . oe... ls ks ie lowe ck cua sale Soh bad 111,000 79,000 
MeIP DRONE GNC MOLEOTADIT sc hin an ete tee cules tae th oleae Pane eA 86,000 104,000 
ONT COLAO LVsATGSUDDUCS sis nick Wak aid Gk pele nk oot eu ude Reka: 76,000 43,000 
a ANUS CIN Ike Beret eo Reese he Ow sayeth ee a hice cen eck tts 45 ,000 23 ,000 
Hrosasion tor replacement! Capital assets < oi) Pu kod dila as uc ds solaine 36,000 36,000 
Repair and replacement of office furniture and equipment .............. 32,000 17,000 
RA COPA OM kis sen tk As RE elec ROW oe doe a owes BEL SER US OES 31,000 30,000 
RT eel ee ee Aa cat ee RR Eh ABS EL A We Benes, didlo Rey thin is Ye 21,000 17,000 
3,546,000 3,022,000 
Less: Increase in inventory of passports 1M process ...........e eee eee ees 4,000 3,000 
3,542,000 3,019,000 
Surplus for the year transferred from the Revolving Fund as revenue ...... $ 1,133,000 $ 952,000 


The increase of $253,000 in salaries and employee benefits was due chiefly to 


salary revisions and an increase in staff. The increase of $53,000 in the cost of 
passport operations at posts abroad resulted from an increase in the volume of 


passports issued abroad. The increased expenditure of $52,000 for postal services and 
postage was due to postage rate increases and to the increased volume of passports 
issued. The increase of $43,000 in passport materials and application forms expense 
resulted from an increase in the cost of passport blanks and the increased volume of 
passports issued. 


Vote L22b also provides that the Fund is to be credited with “such portion as 
may be determined by the Treasury Board of the revenue derived from passport 
services”. Although the Treasury Board has not formally determined the portion of 
the revenue to be credited to the Fund, the entire revenue from passport services 
during the year was credited thereto. 


390. Post Office. The Post Office operates under authority of the Post Office 
Act, R.S., c. P-14, which provides that the Postmaster General shall administer, 
superintend and manage the Canada Post Office. 


The following is a summary of the results of operations for the past two years as 
recorded by the Post Office: 
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CIGSSOStHLTEVCHUC ls paper. nis, aoe «si Sets tee ies A Aee ene att 
Less: 
PX MensesAlCarOrml TEV EMME mse. cece lalate eas enceeeaesohe Prod ne ere mea IRA 
Revenue from financial and miscellaneous services credited to 
ECHO CCT CMR Rey oy gers tat an eras a 6 REE a aw eas re eae Sea eee 


INSU DOStHI NOY CUULChedt nt aia bo ces vst taco tte ae a tn ere ha seh ace 
Other revenue— 

IMIISCOH STOO Sa tirey a cea Wig! wir a acti ante Aes I, CO oe eee Oe a ees 

Estimated: 

Value of mail and other services provided without charge to 

Otner government Gepartinents. ic. aus ees caste ete 

Intereston Money OrderAccotint . 2.0). :2ae1e ee oe eee ee 

Interest on funds in Savings Bank Account................4. 


Expenditure from parliamentary appropriations— 
NP AN MO TOCESSLIIG Neen te wc aA e aN ee Nee eek lpic aes 2 Meer te 
IVER MECC LIVELY ERG eee s tise th ogi ets aie snr katana epee eee, Ree ee 
VIS MLATISDOLTALIONO me) o,te-od 1 sai 2UA aw A 2 eee roe tana a alieaee sw eee 
PA CLITITITSUTA LTO Litter ta! act oc chen 4s ecard Getta ae ok eke pte 
Conntenservices mtr tr ake Mi eee i kisn) ate ye auc as neue ae Raa Ne 


Less: Revenue from financial and miscellaneous services credited to 
RON CUI sce Ls Mee a cr COTA hPa Gtk PORN Neel hy gigas Skins 


Estimated value of major services provided without charge by other 
government departments— 

A COO TATOO UIO Tic cae hepa Ne Re aes cst Ns ay ahs outstation 0 bindu gee ae 
Contributions to: 

Public Service Superannuation Account ..............000005 

Canada Pension Plan and Quebec Pension Plan............. 

Employee group surgical-medical insurance................. 

Acéounting and cheque issue. services!).....4 ee ea tk ee os eas A 

WIMPIGV EC COMDENSA LION. sawed 146 eee meaty es te mae a eg ase wala 


Provision. tonretrosctive calany Increases:. -. aan ste, seesic oes ren 


ING ODETALINE CELIClE 42 hus heii ek hs ic Res MR Tek Poe ote 


The $68 million increase in gross postal revenue is attributed to rate increases 


Year ended March 31 


1972 


$ 486,581,000 


55,806,000 


26,984,000 
82,790,000 


403,791,000 


129,000 


14,174,000 
3,075,000 
252,000 
17,630,000 


421 421,000 


161,177,000 
150 591 000 
60,661,000 
34,522,000 
33,367,000 


440 318,000 


26,984,000 


413,334,000 


45,981,000 


38,494,000 
5,040,000 
2,335,000 

783 ,000 
459,000 
93,592,000 


506,926 000 


$ 85,505,000 


1971 


$ 418,179,000 


55,106,000 


25,502,000 
80,608,000 


337,571,000 


97 000 


11,643,000 
2,729,000 
263,000 
14,732,000 


352,303,000 


147,013,000 
130,782,000 
59,472 000 
26 ,927 ,000 
29,904 ,000 


394 098,000 


25,502,000 


368 596 000 


40 966 000 


33,996 ,000 
4,868 ,000 
2,078,000 

765,000 
417,000 
§3,090,000 


1,209,000 


452,895 ,000 


$ 100,592,000 


effective July 1, 1971, and January 1, 1972, and to increased mail volume. 


The $46 million increase in expenditure from parliamentary appropriations was 
mainly due to increases of $40 million in salaries and allowances, $3- million in 
acquisition of equipment and furnishings and $1 million in promotion of postal 


programs. 
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In summarizing its operations the Post Office includes the following items as 
revenue although the Department of Finance, which benefits from the large bal- 
ances in the Money Order Account and the Savings Bank Account, does not record 
corresponding expenditures: 


AMLereRi On WlOhey) OraecrsACCOUNL AL 1 70n Ft he eee es oe ets ca ee bee ete alae eee $ 3,075,000 
ipterest on TUnGs dpmavings Bank Account ab: 20. o.tak fe den ookavee Hie ee pee ee 252,000 
PreraOn aL TeVELINE TECOTOCG, sive ae ek Taluk aisherk oe 2 ee Od Vetoes oe ye RS ey Ai es, $ 3,327,000 


As stated in previous Reports (paragraph 344 in 1971) it is improper for a 
department to take unilateral action in such circumstances, and if the Post Office is 
to receive credit for the value of the balances held in these two Accounts, the 
Department of Finance must give recognition to these additional costs. 


Paragraphs 176 to 180 of this Report deal with several matters noted in the 
course of our examination of the Post Office. 


The financial statements of the Post Office were not submitted to the Auditor 
General for certification. 


391. Post Office Revolving Fund. Post Office Vote 541, Appropriation Act No. 4, 
1954, 1953-54, c.67, authorized the operation of a revolving fund for the purpose of 
acquiring, managing and storing materials, fittings and supplies to be used in the 
manufacture of uniforms, satchels and mail bags. The amount outstanding is not to 
exceed $895,000. 

The Crown’s equity in the Fund at March 31, 1972, was $650,000 represented by 
an inventory of materials and fittings. 


The following is a summary of the transactions in the Fund for the past two 
years: 


Year ended March 31 
1972 1971 
PAMANCE At OCR TIN g-Ol 1 COT chert Besson itaty ere lee RRO EE ye ae Oe $ 522,000 $ 765,000 
Costs incurred during year— 
LAUT OMASES weet entra ar Sian esc bra are als SOc adn Ss Alot eee 1,021,000 744,000 
UOT Aye ACG tig rs tort ae ie ear Aan ire Conte see Nf, se MN aie ir, 13,000 — 
1 Let fa dR ah An ics SO, ie Ue a AARC Vem ily sae tem Ieey Lae Nfl 5,000 —_ 
PAS OCCLION) tomer cmee ener tare tig Le Deas oh scree ata s aaa ari ae eae de dean 5,000 3,000 
1,044,000 747,000 


1,566 ,000 1,512,000 
Costs charged to Post Office Vote 1 with respect to materials and fittings 
issued free of charge to manufacturers of— 


Viet bars ai aseece eet, A. giles RR Tae ee yo Ah er teary MOREY SG, ane out, 547,000 636 ,000 
TERIOR ee fee 3 re een Wee eee Pern erie eat oN ere Rea ng Aah anni Benes 350 ,000 339,000 
eT OLAV o| Uc Rar ee a tnt, WEE indy RUPE =) Ieee OR ity Crh, |e earn CERNE yeti pO hc >! Yk 14,000 23,000 
911,000 998,000 

655,000 514,000 

Surplus transferred from the Revolving Fund as revenue................-. ae 8,000 


ia meer vend.O1 VeAT acu. tik. See ee OEE eae ou eae. $ 655,000 $ 522,000 
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Year ended March 31 
1972 1971 
Balance at end of year represented by— 
TVET GOT Se orttcnaks Saver aes @ lnth y's or6 eed a8, Sk eee eee Ce es eae $ 650,000 $ 518,000 
SSCL AD Gre bo ah oaupice bro enn ts Cent Pe Os cMNpeage bee tect GC TLOR ule cna aa pete waaay 5,000 4,000 


$ 655,000 $ 522,000 


The shortage of $5,000 is an accumulation since 1965-66. We understand that an 
appropriation to cover it 1s to be sought in 1974-75. 


392. Race Track Supervision Revolving Fund. Agriculture Vote L1b, Appropria- 
tion Act No. 1, 1970, 1969-70, c.24, authorized the operation of a revolving fund in 
connection with race track supervision in Canada, to which shall be charged all 
administration expenses of such supervision and to which shall be credited all 
moneys received through the pari-mutuel levy under section 188 of the Criminal 
Code, R.S., c. C-34. The amount outstanding is not to exceed $200,000. There was no 
outstanding balance at March 31, 1972. 


The following is a summary of the results of operations for the past two years: 


Year ended March 31 
1972 1971 
Income— 
Levy of six-tenths of one per cent of pari-mutuel bets at race tracks 
(one-half of one per cent prior to July 1, 1971) ................. 00. eee $ 3,280,000 $ 2,841,000 
5H aU) a MR er 48 Sea oi Si Keen ale AAR mag el nt AS RA RE 5,000 41,000 
3,285 ,000 2,882,000 
Expense— 
Pacer suirvedl aces bes ved oe Reape a hls EARP late Hepa seis es eee Pot ha, 1,990,000 1,878,000 
Pari-mutuel supervision and administration............ 0. cece cece eeeeee 1,202,000 988 ,000 
3,192,000 2,866 ,000 
Profit for the year transferred from the Revolving Fund as revenue........ $ 93,000 $ 16,000 


The increase in pari-mutuel supervision and administration expense results 
mainly from the higher cost of staff required to replace Royal Canadian Mounted 
Police personnel for race track supervision. The R.C.M.P. had asked to be relieved 
of race track supervision duties. 


393. Statistics Canada Revolving Fund. Industry, Trade and Commerce Vote 
L82b of Appropriation Act No. 1, 1969, 1968-69, c.23, authorized the operation of a 
revolving fund for the purpose of financing the cost of special statistical services 
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performed by Statistics Canada at the request of government departments and 
agencies, and others. The amount outstanding is not to exceed $250,000. The Vote 
wording provides that the Fund is to be credited with “such portion as may be 
determined by the Treasury Board of the amounts received in payment for such 
services”. Although the Treasury Board has not formally determined the portion of 
the revenue to be credited to the Fund, the entire revenue for the year was credited 
thereto. 


The Crown had no equity in the Fund at March 31, 1972. 


The Fund’s operations for the first two years are summarized as follows: 


Year ended March 31 
1972 1971 

Income— 

Recoveries in respect of special statistical services performed for govern- 

ment departments and agencies, and others ............ 0s eee ee cence $ 2,272,000 $ 1,306,000 

Expense— 

TOSI WAEbe ots nia Cee y wii ad ies Ue et eee eee ae go a naas 1,482,000 952,000 

Peer LONS eye Nahe tones Bt pee Re GSLs GERI Laat A Maa 9 Tinie Mathie 348,000 50,000 

PAO CaN iA EOI ICON hy coe acy ns aes ee <a Bl Ped as Gis AL oka Oe ers 198,000 102,000 

ETERS oi tst a nen ce leer tap ple We oh aaa ie Wuntieey POR A US Net Cte at er oe 120,000 116,000 

Mico ep piesmniee owes cs ikl ote see's Gy Mamta. ace dt Sade <hr e oe MER 39,000 23 ,000 

eee Ay ciierg eer Si rae aren AR tech Kiel Soren coc a hra oh e aaah sae ee are 37,000 21,000 

MPErEN HONE ATP GElE STAD Line eas hae te elise © es parses vie eer orgie fe 34,000 26 ,000 


DEAT DSi SRAC aah eee iy CRIN TORO ORERE PU aL one PEE MORI Dire nae 7 ae Na bai ae 14,000 15,000 
2,272,000 1,305,000 


Surplus transferred from the Revolving Fund as revenue...............44. $ — $ 1,000 
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Special Audits 


394. In addition to the examinations of the accounts of the departments and — 
agency and proprietary Crown corporations referred to in this Report, the following 
special audits were made during the year, most of them in accordance with specific 
directions contained in various statutes: 


The Army Benevolent Fund Board 

The Board of Trustees of the Queen Elizabeth II Canadian Fund to Aid in Research on the 
Diseases of Children 

The Canada Council 

The Custodian 

Economic Council of Canada 

Exchange Fund Account 

Government of the Northwest Territories 

Government of the Yukon Territory 

International Development Research Centre 

Medical Research Council 

National Arts Centre Corporation 

National Museums of Canada 

Roosevelt Campobello International Park Commission 

Royal Canadian Mounted Police (Dependants) Pension Fund 

Science Council of Canada 

Standards Council of Canada 

Unemployment Insurance Commission 


395. The Army Benevolent Fund Board. This Board was constituted by the Army 
Benevolent Fund Act, R.S., c. A-16, and consists of five members appointed by the 
Governor in Council. The Act provides for a special account in the Consolidated 
Revenue Fund called the Army Benevolent Fund to which certain moneys were 
credited and from which there shall be paid 


to or for the benefit of [World War II] veterans or their dependants or the widows or children 
or former dependants of deceased veterans such amounts as the Board may from time to time 
determine 


together with the expenses incurred in carrying out the provisions of the Act. 
The Act directs that the Board be governed by the following principles: 


(a) plans shall be formulated on the assumption that there will be prospective beneficiaries for 
fifty years from the establishment of the Fund [in 1947]; 


(b) no grant is to be made by way of relief from the Fund where adequate relief is, at the time of 
the application, available from federal, provincial or municipal governmental sources; 
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(c) where grants are made to assist in the education of dependants of veterans or of children of 
deceased veterans, bursaries shall be granted contingent on continued need and satisfactory 
progress and not as competitive scholarships based on academic standing; and 


(d) amounts paid out of the Fund are not recoverable unless obtained by fraud or 
misrepresentation. 


The accounts of the Board were examined for the year ended March 31, 1972, 
pursuant to section 11 of the Act and our report was submitted to the Chairman and 
members of the Board with a copy being provided to the Minister of Veterans 
Affairs. 


Receipts amounted to $383,000 of which $290,000 was derived from interest on 
deposits with the Receiver General, $12,000 from interest on Canada bonds and 
$81,000 was contributed for grant purposes by other agencies. In paragraph 90 of this 
Report we comment on the calculation of interest on deposits with the Receiver 
General. Disbursements totalled $610,000 consisting of $499,000 in grants to or on 
behalf of World War II veterans and $111,000 for administrative and case-work 
expense. The latter was a net amount after deducting fees of $48,000 and $36,000 for 
management of the financial programs of the Canadian Army Welfare Fund and 
the Canadian Forces Personnel Assistance Fund and a grant of $18,000 from the 
Department of Veterans Affairs to assist in defraying administrative expenses. 


After absorbing the excess of disbursements over receipts amounting to $227,000, 
the balance of $3,954,000 in the Fund at March 31, 1972, together with funds held in 
trust, $365,000, was represented by cash on deposit with the Receiver General, 
$4,058,000, Canada bonds, $256,000, and accountable advances and prepaid expense, 
$5,000. 


In addition to administering the Army Benevolent Fund, by arrangement the 
Board acts as manager of the Canadian Army Welfare Fund and the Canadian 
Forces Personnel Assistance Fund financial assistance programs. The Canadian 
Army Welfare Fund extends assistance to members or ex-members of the Regular 
forces who served in the Canadian Army and their dependants, and the Canadian 
Forces Personnel Assistance Fund which became operative on April 1, 1971, extends 
assistance to personnel serving in the Canadian Forces Regular component and their 
dependants. As the Act makes no provision for the Board to act as manager for other 
Service funds which provide assistance to persons who are not veterans of World War 
II, we have recommended that it seek an amendment to the Act to provide statutory 
sanction for these arrangements. 


396. The Board of Trustees of the Queen Elizabeth II Canadian Fund to Ard in 
Research on the Diseases of Children. This Board and the Fund were established in 
1959 by the Queen Elizabeth II Canadian Research Fund Act, R.S., c. Q-1, to assist 
individuals or organizations to undertake or carry on research into the diseases of 
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children and the causes, prevention and treatment of such diseases. The Board, with 
headquarters in Ottawa, consists of a chairman and six members. Secretarial and 
other administrative and technical services and facilities were provided without 
charge by the Medical Research Council. 


As required by section 14 of the Act, we have audited the accounts and financial 
transactions of the Board for the year ended March 31, 1972, and have reported 
thereon to the Board and to the Prime Minister. | 


The Act provided $1 million for the Fund and permits the Board to accept gifts 
for its purposes. The following is a summary of the Board’s transactions for the past 
two years: 


Year ended March 31 

1972 1971 
Prmeipalsor Fund at beginning Ol year i fe 0e0 sce. ore ies Hs Pte tLe ee os $ 973,000 $ 913,000 
PATH eS ONAN VEStIMON US cm rwie ls sic crate ret 9. RYE ah ae es create sesh tare ayn one eo em 64,000 63,000 


1,037,000 976 ,000 


A WATS DDLOVER CUPID WEAN hit tiny 4 Melon ts. Sieh We Mart mere ls oe eo ate mieten wees 155,000 18,000 
Less: Cancellation of awards approved in prior years ......... cee cece eee eee 23,000 15,000 

132,000 3,000 
Principa.ornineeat end Olean: via as. a Reet cele neta ren ms, ek Cee ee. eee $ 905,000 $ 973,000 


Two categories of awards have been established by the Board of Trustees, 
namely “Queen Elizabeth II Fellowships” and ‘‘Queen Elizabeth II Scientists’. 
Awards in the first category are made to doctors of medicine or “other suitable fields 
of science’ to enable them to obtain advanced training and experience in research 
related to diseases of children. The value of a fellowship ranges from $6,900 to 
$12,850 per annum depending upon qualifications, plus a travel grant and children’s 
allowances where applicable. Also, a research allowance of $500 is awarded to the 
supervisor of each fellow. Three new fellowships totalling $31,000 were awarded 
during the year. In addition, travel grants, children’s allowances and research 
allowances totalling $2,000, relating to fellowships, were approved. 


Awards in the second category cover the salaries of scientists appointed to carry 
out research at universities or teaching hospitals. Regulations approved by the 
Board of Trustees with regard to these appointments provide for payments of 
$12,000 or more per annum, depending upon qualifications, for the first three years 
and $6,000 per annum for the next three years, after which the institution at which 
the appointment is held is expected to maintain the salary of the appointee at an 
appropriate level without further recourse to the Board. Two scientist awards 
totalling $108,000 were granted during the year and retroactive adjustments for 
awards granted in prior years amounted to $14,000. 
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The Board continued to support four scientist appointees of prior years, and the 
outstanding liability of $70,000 in this connection, plus the outstanding liability of 
$4,400 for two fellowships awarded in the preceding year, were included in the total 
provision of $227,000 for awards approved, appearing on the balance sheet of the 
Board at March 31, 1972. 


397. The Canada Council. The Council, consisting of a chairman, vice-chairman 
and not more than nineteen other members appointed by the Governor in Council, 
was established by the Canada Council Act, R.S., c. C-2, to foster and promote the 
study and enjoyment of, and the production of works in, the arts, humanities and 
social sciences. 


As required by section 22 of the Act, we have audited the accounts and financial 
transactions of the Council for the year ended March 31, 1972, and have reported 
thereon to the Council and to the Secretary of State. 


The financial statements of the Council are not reproduced in the Public 
Accounts as are the statements of Crown corporations and other operating activities. 
If financial information additional to the following is required, reference should be 
made to the annual report of the Council. 


An Endowment Fund of $50 million was established under the Act. Uncondi- 
tional grants from Canada together with income earned on the investments of the 
Fund are used to meet administration expense and expenditure for the purposes of 
the Act. Permissible expenditure includes, in respect of the arts, humanities and 
social sciences: grants, scholarships and awards; sponsorship of exhibitions, perfor- 
mances and publications; exchanges with other countries and organizations or 
persons therein of knowledge and information; representation and interpretation of 
Canadian arts, humanities and social sciences in other countries; and liaison with 
the United Nations Educational, Scientific and Cultural Organization. 


The transactions of the Endowment Account for the past two years are summa- 


rized as follows: 
Year ended March 31 


1972 1971 


Burpiis at-becinning Gf VAT’, Gusts See ee Coates aaa. One aa $ 1,288,000 $ 1,467,000 
Income— 
tau rouy Canale vee eee ee ah eee ees eee 26,310,000 24 200,000 
Titerest sani CIMidenas CATE Gia ciNiee. seat nian Bet Sep teen Crt to wearakbote 5,165,000 5,175,000 
Cancelled prants Bid TEMS Wee 2 GM et ee See. Hen Swe oiertie aid ale 1,550,000 1,164,000 
33,025,000 30,539,000 
34,313,000 32 ,006 ,000 
Expenditure— 
Ciamts,scholarahips awards ciel ...3 ©: chard ae hes oer eta eae dd bb hd eee 30,611,000 28,587 ,000 
Administration expense, less recoveries. .). bw. ss code lS de ea de wbndal 2,792,000 2,131,000 
33,403,000 30,718,000 
PSU TSECES ETE COE.) CAIRN a aahcatta Gt ciatt ae tins Bea se eh hohe oki Bee 910,000 


$ 1,288,000 
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The Council may acquire money, securities or other property by gift, bequest, or 
otherwise, and may expend, administer or dispose of them subject to the terms, if 
any, upon which they are made available to the Council. With the exception of 
parliamentary grants, moneys or property so received by the Council are presented 
in a consolidated balance sheet designated ‘“‘Special Funds’. The principal of such 
funds, together with the net profit on disposal of securities held as a reserve against 
possible future investment losses, at March 31, 1972, and the comparable amounts at 
March 31, 1971, were: 

March 31, 1972 March 31, 1971 


The Izaak Walton Killam Memorial Fund for Advanced Studies....... $ 10,805,000 $ 10,648,000 
SPevls FOCHOMIBMED TUNG Ute Ruroere Selnmrenieciog nee role nase mers ci pconttemvar 1,878,000 1,774,000 
NMoIsOnsIP RIZE HUNG hike cee dae ee ee kee ae eee ch ea 800,000 814,000 
dey neh stAUntOn lL linGenc: eel lee aoe hr eaycide Lie ave densa hha a arate 699,000 704,000 
PONTO CO reVV ALRITIS LSUALE Me Ligtt sick site eee eincie Grete Cad oer ete oe ciccera eG 40 000 35,000 


$ 14,222,000 §$ 13,975,000 


The surplus earnings of these Funds which were available at March 31, 1972, for 
the purposes designated and comparable amounts at March 31, 1971, were: 
March 31, 1972 March 31, 1971 


The Izaak Walton Killam Memorial Fund for Advanced Studies......... $ 617,000 $ 585,000 
SHECLAMOCHOLATS Mite HUT Peeuen Gr Pic B. tein Ober e apie, where ae Knee als 751,000 607,000 
WE GISOTIG ERI ZOSEIIT Chas (eaten ie canta k ahs creas See eR ae mae once, Aone oan 1,000 13,000 
TRV ANC Hops U AUR UONYEE (LEC oe ys cease oe eee eee Oe eee ee ee 128,000 96 ,000 


$ 1,497,000 $ 1,301,000 


During the year income earned by these Funds, grants authorized, charges paid 
and the amounts added to surplus were as follows: 


Administra- 
tive Added 
Grants and other to 
Income authorized charges surplus 
The Izaak Walton Killam Memorial Fund for 

AGVANGCER SUUCIES 2 Ata tats wee ee chlnca scree s $ 666,000  $ 580,000 $ 54,000 $ 32,000 
Special Scholarship MUNdG.ss<¢5¢20e. 024 ees 15 144,000 — — 144,000 
VIG ISOH A TIZECU NC Ann es bird ook Jans oe 35,000 45,000 2,000 (12,000) 
TEV OChs SCANLON HUDGTE . eh anes Ne ee adon nes 32,000 — a 32,000 


$ 877,000  $ 625,000 $ 56,000 $ 196,000 


Our statutory report to the Council and the Secretary of State on the audit of 
the Council’s accounts for the year ended March 31, 1972, disclosed that the Council 
was contingently hable at that date for an undetermined amount in respect of 
income tax which may become assessable on scholarships, fellowships and bursaries 
after January 1, 1972. It is the opinion of the Council that the contingency is 
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confined to doctoral fellowships totalling approximately $3.5 million which were 
payable after December 31, 1971. 


Paragraphs 70 and 71 of this Report deal with certain matters noted in the 
course of our examination of the financial transactions of the Council. 


398. The Custodian. In accordance with Regulation 6 of the Revised Regula- 
tions Respecting Trading with the Enemy (1943) as set out in the schedule to The 
Trading with the Enemy (Transitional Powers) Act, 1947, c.24, the Custodian is 
appointed ‘“‘to receive, hold, manage, release, dispose of and otherwise deal with all 
property which is reported to him, received or controlled by him or vested in him’’. 
The Minister of Supply and Services is the Custodian of Enemy Property. The 
Deputy Munister (Services) is the Deputy Custodian. The Custodian’s Office is 
administered by an Assistant Deputy Custodian in Ottawa. Our report on the audit 
of the Custodian’s accounts for the year ended December 31, 1971, was made to the 
Minister of Consumer and Corporate Affairs who was then the Custodian. 


The assets under the administrative control of the Custodian increased by 
$96 000 to $3,164,000 at December 31, 1971. This increase resulted from an increase of 
$103,000 in the equity in holding companies, and revenue of $22,000 from securities, 
offset by the release of assets amounting to $29,000. 


~ Under the Regulations, the Custodian may charge against all property investi- 
gated, controlled or administered by him, whether it has been vested in him or not, a 
fee for services rendered not exceeding 2% of the value of the property including the 
income therefrom. He is also permitted to employ such part of the property vested 
in him or the proceeds therefrom as may be necessary to pay the expenses incurred 
in the administration of the Regulations. 


In addition to the income from fees, any income received from vested assets 
which consist of, or are converted into, cash or Canada bonds is credited to the 
Custodian’s Office Administration Account, from which expenses of the Office are 
paid. We have drawn attention to this procedure in past years because it is not 
consistent with the treatment of income arising from other assets vested in the 
Custodian. In February 1967 we were informed by the Deputy Custodian that, on 
the basis of his interpretation of an opinion given by the Department of Justice in 
1947 and discussions with officers of that Department, he was satisfied that the 
Custodian was acting within his legal rights in retaining this income from the bank 
deposits and Canada bonds included among the vested assets. It is our opinion, 
however, that the Custodian is empowered to retain the income from any asset 
vested in him only to the extent that it is required to meet expenses incurred with 
respect to that particular estate plus a percentage of general expenses. 


There was an excess of income over expense of $78,000 in the Custodian’s Office 
Administration Account in 1971 which was added to the surplus account, increasing 
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the balance to $1,095,000 at the year-end. A summary of income and expense for the 
past two years follows: 


Year ended December 31 
1971 1970 
Income— 
Ineemefroml Investinenterns: stk eet aesthetic $ 147,000 $ 163,000 
Interest O nyu Gd CDOSIUSgay b inte Ls woes nema Mattie oe Bleeds che 9 a Sac cs ed 4,000 5,000 
Fees'on assets released from administration ..ese cos ant. bea oe oa a ee eine 1,000 — 
152,000 168,000 
Expense— 
Palaries and employee DeNel Us. casa. me aesle ark Gis s, pephin racing a ainre-qai abel Pee eee 66,000 62,000 
OETRCE VOTE 5-216 & SA Re pacciud S.A eee eeeas HAD Leet in ra Micka at chet oka a gia ee 5,000 6,000 
Clete Rage cer ee a a GRO A Peer DE aS EUR. 2, SADR MND rk Orde GEO MRMRMIPRES EAI AC, 3,000 4,000 
74,000 72,000 
Pecess Of incGMe OVEr CXDEDSE Beet Nee Pee ey ca Mae maa? eek cclts Sele romana e $ 78,000 $ 96,000 


399. Economic Council of Canada. The Council, consisting of a chairman, two 
directors and twenty-five other members appointed by the Governor in Council, was 
established as a corporation by the Economic Council of Canada Act, R.S., c. E-1, to 
advise how Canada can achieve the highest possible levels of employment and 
efficient production. 


As required by section 20 of the Act, we have audited the accounts and financial 
transactions of the Council for the year ended March 31, 1972, and have reported 
thereon to the Council and to the Prime Minister. 


The following is a summary of the expense of the Council for the past two 
years: 


Year ended March 31 
1972 1971 

Salaries SnG EMPlOVee DENEIILA Te ee ak whe. ute eng or tt nea ee On mae $ 1,754,000 $ 1,520,000 
Professional:and specia keervicesa gt! 2keh ls c7: Pa ertia es met ves. ee a eee 417,000 238,000 
ES CCM EOC A ULOU Re tery de. eee era Ree A Seer ne ea Nic occ te ane 147,000 146 ,000 
Office equipment, furniture, stationery and supplies ..................000. 67,000 63,000 
Publicationsol ceports And, studless rep tapes pat a o<tlande 2 usd merit pk ey cee ee 65,000 31,000 
PETA VE! AIELMOMIOV A ac aee seins: Minne mer AAs Od Un a a us sec aas ete 62,000 54,000 
elephone, telegrams ang postagesmmemews. as cee. eee ok eee eta 32,000 26,000 
IMETS6CL AM CGUS: 44, Pesci egies) oy deccap eetiagtens rd ieee tak. Rr a Re ai Bete iN tas 9 000 6,000 
otalrexpense: Satessst . .Aaties See Oe fe Cee it ere) Oe PERE, $ 2,553,000 $ 2,084,000 
Total expense provided for by— 

Privy CouncieVigtec2b th eee ee Mk eee ae ks Oe Soh dS OR OS ee $ 2,126,000 $ 1,746,000 

Government departments which provided major services without charge. . 427,000 338 ,000 


$ 2,553,000 $ 2,084,000 
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The increase of $234,000 in salaries and employee benefits was due to salary 
adjustments amounting to $147,000 and to an increase of $87,000 in employee 
benefits. The increase of $179,000 in the cost of professional and special services was 
due mainly to the continued development of a large-scale model of the Canadian 
economy. 


400. Exchange Fund Account. This Account was established ‘“‘to aid in the 
control and protection of the external value of the Canadian monetary unit” and 
operates under Part II of the Currency and Exchange Act, B.S., c. C-39. 


As required by section 18(2) of the Act, we have audited the Exchange Fund 
Account and the transactions connected therewith for the year ended December 31, 
1971, and have reported thereon to the Minister of Finance. This section requires a 
certificate to be given annually to Parliament and I now certify that, in my opinion, 
the transactions in connection with the Account have been in accordance with the 
provisions of the Act and that the records of the Account show truly and clearly the 
state of the Account. 


The advances to the Exchange Fund Account from the Consolidated Revenue 
Fund at December 31, 1971 and 1970 were represented by the following: 


December 31, 1971 December 31, 1970 


CE PENG SEH EC CO) CT Rt age Race: MAGS ade one eH enrae Gee a RoR gs $ 525,000 $ 819,000 
United States dollars, Treasury bills and bonds, with accrued 

TCTeRtN. (tte, Dey carbs eh at re ee, kD 907 ,431,000 507 907,000 
United States Special Treasury notes, with accrued interest....... 2 884 ,286 ,000 2,326 919,000 
International Bank for Reconstruction and Development bonds, 

Mid Ee OPULOKLTYGCL CS bc Mu isea s ceny te rink Cues Ale eo a Suan etoile ey 8 51,139,000 51,722 000 
International Monetary Fund note, with accrued interest ........ — 121,652,000 
International Monetary Fund special drawing rights, with accrued 

AITLCLERER MOORS ree NA Th ae hea be Rae Suan le AR ERIE eb vals 373,919,000 184 489 000 
107,16 ENR IN A 6 REIN IRE? rr see ee RE SP 793 ,525 ,000 799,600,000 
LISIC MSC HM eS TORN mires CEU ae we eats ane sas AID a a acete 432,000 (2 324,000) 

5,011,257 ,000 3,990 ,784 ,000 
Deduct: 


Due to the Consolidated Revenue Fund in accordance with 
section 16 of the Currency and Exchange Act: 


Earnings for the year on investments ...............00eeeeee 191 964,000 174,797 000 

Net profit for the year from trading operations in foreign 
exchangesgoldsand securities = H.2fee eens ie ae eee ee 2,143,000 688 ,000 
194,107,000 175 ,485 ,000 
4 817,150,000 3,815,299 000 
OR ieee Co. CRORE ED. Shs foe FAS OS PAG PAE OE EE et Pe eee 273,399,000 231 ,583 ,000 


Advances from the Consolidated Revenue Fund...............5- $ 5,090,549,000 $ 4,046,882 ,000 
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The earnings on investments and the net profit from trading operations in 
foreign exchange, gold and securities, amounting to $194,107,000, have since been 
paid into the Consolidated Revenue Fund as revenue of Canada. 


At December 31, 1971, the closing market value of the United States dollar was 
$1.0021875 compared with $1.01125 at December 31, 1970. This resulted in a loss for 
the year of $41,816,000 increasing the deficit in the Account to $273,399 ,000. 


By March 31, 1972, the deficit had dropped to $217,460,000 because of the 
increase in the value of holdings of gold and special drawing rights but, as is pointed 
out in paragraph 89 of this Report, no action has yet been taken to write this deficit 
off as a cost of exchange management as recommended by the Public Accounts 
Committee. 


401. Government of the Northwest Territories. The Northwest Territories Act, 
R.S., c. N-22, provides for the appointment by the Governor in Council of a chief 
executive officer for the Territories, to be known as the Commissioner, and for a 
Council of the Territories consisting of fourteen members, of whom ten are elected 
and four are appointed by the Governor in Council. The Commissioner in Council is 
empowered by the Act to make ordinances for the governing of the Territories in 
fields paralleling those normally within provincial jurisdiction. 


As required by section 23 of the Act, we have examined the accounts and 
financial transactions of the Territories for the year ended March 31, 1972, and have 
reported thereon to the Council. 


The following is a summary of expenditure and revenue of the Territories for 


the past two years: 


Year ended March 31 
1972 1971 


Expenditure— 

Operation and maintenance: 
TUCRICR TIONS Rey tree ie eins Oh celine uate ns taka nia hemes woh AL See $ 16,114,000 $ 13,864,000 
Paplie WOrke we ee meee aed hie rns Gale eek e Ape eds ts cantaase 15,466 000 15,564,000 
A GIntINistra tO naan hans etee tl Pes fhe cee eeiine Gunes Weaceeea Any 8,782,000 7,766,000 
LORI oe Aa Se eens an ee ee ae! Oy See es huge ina ee ye 5,939,000 3,891,000 
Soca! Developments sey on whcil ot bc cs eee a. bare ee 5,783,000 4,849 000 
HocCa BGOv CEiimetalinieet ss Bani rth aos Ak Sak Goce a hs Bae Ba os 5,275,000 4,761,000 
INGUBsIT ya NO sMevelGpimeliinics Fy fli. thet Foe oe Rae Nak «BS Le 4 221,000 3,598 ,000 
‘ermitorial-Predsurer’. =o eee tee ee es SU RE 3 3,891,000 1,270,000 
Territorial Secretaiys oc kc1sy hae Rae eh ee Cee ae ee 1,998,000 1,557,000 
Centennial verre, y= 2s Pel no oe as odleiee Doma erates — 365 ,000 
Interest:on toane tO CAN ACB ccc es tks ole we ce oases 2,106,000 1,313,000 
69,575,000 58,298,000 
CSOT ed Gat Sete aes SE EX Gan nell 2 ei tent g a ae Slee tl a gs 21,382,000 13,939,000 


90 957,000 


72 ,237 000 
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Year ended March 31 
1972 1971 
Revenue— 
Federal grants: 
Dera G ae RAR ee Se er che in ny See $ 48,865,000 $ 26,598,000 
WFO IMOULEZATIOll gene, ue eee eee hay ann ha ete eee ys0e Moke 3,040,000 2 ,068 ,000 
51,905,000 28,666,000 
Operation and maintenance: 
MLK CORN Gees dott: Menace a ea. trie jn Ae eR Rs eee 3,946 ,000 2,880,000 
BFIQUOISDLOLIUS Set Ree nes ere fernae ee ue cai ailen on een en mak 2,817,000 2,401,000 
FiOS We TEN bAlCCOVeHICGs as tipaticutns eb hile sade aaah dt aba 2,261 ,000 1 850 ,000 
Heating fuel, power, water and sewer .............cccccee veces 852,000 748,000 
MEICE CEO CLCE ST Rte a er eat eee ee erence Coes Me ae sme eee 752,000 510,000 
Inaiistiy.and Development provects oy. a adas uae te hake s Ae bes 644,000 523,000 
Bank interestiand forelonexchange Wisi eh hak olem si ee ci 529,000 391,000 
Refund of previOusiyears: CXPENGITUTES 6 oo, vss od secs cg vm + ope leas 262,000 135,000 
RENTAL OY DUILGINgS ANG CQUIPMeN ts «el. : occ see ede ses tees 257 ,000 60,000 
Board OC e Mig ANC SAleOPTOOU se salt bah Seite wis we pain co cues: 214,600 108,000 
RO CINE Yee er et te Ae nT Rea yes Reveea be ab Atinuce sR 467 ,000 377,000 
12,601,000 9,983,000 
Expenditure recoveries under Federal-Territorial cost-sharing agree- 
ments: 
PCAN UI eeeys etre «lob aN aes Seals Rola hide pelle ue SU a eerie anal 3,838,000 2,290 ,000 
Indian and Eskimo Northern Housing, less $130,000 repaid with 
respect to advance received in 1969-70........ 0... cee cee ceues 2,354,000 2,332,000 
IRMDITC NY OLKS ere a ee Mine eels SO A Pe FR rest 1,333,000 1,080 ,000 
SOClAMMevelopmnentrs Meese. tae. kl ital. eee RNS Ss 1,155,000 537,000 
PLC ALON ga eer ee Re BET as dere are iets oh c ate ena ei 323 ,000 364,000 
GIRLS |, SERS eRe ee etch ie MON PART Nemeny BENET IN Jheay aera 125,000 13,795,000 
9,128,000 20,398,000 
SAaDICAlTCOOVETIOS ae ph), swith arte ky ys ear disteie tore ROMs cee?) eee 3,611,000 2 802,000 
77,245,000 61,849,000 
PXCess he MeN GUILE OV EL FEV EN UC cis 2h ile ses ate ne wher Catena 6 sckee te otek $ 13,712,000 $ 10,388,000 


For the year ended March 31, 1972, administration expenditure includes remov- 
al, medical and annual leave assistance which in the previous year had been 
included in the expenditure of the departments concerned. Similarly the Territorial 
Treasurer expenditure includes all freight and express which in the previous year 
had been included in the expenditure of the departments concerned. The amounts 
for the previous year have not been adjusted because the necessary details were not 
available. There have been minor changes in the classification of revenue and the 
figures for the previous year have been adjusted for purposes of comparison. 


Of an amount of $906,000 received in 1969-70 in the form of advances from 
Canada for the Indian and Eskimo housing program, only $776,000 was accepted by 
Canada as the costs of operation and the balance of $130,000 was repaid during the 
year. While a claim in excess of the outstanding advances of $4,816,000 received in 
1970-71 and 1971-72 has been submitted, a liability could arise in the event that the 
claim is accepted by Canada in an amount less than the outstanding advances. 
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402. Government of the Yukon Territory. The Yukon Act, R.S., c. Y-2, provides 
for the appointment by the Governor in Council of a chief executive officer for the 
Territory, to be known as the Commuissioner, and for the election of a Council 
composed of seven members. The Commissioner in Council is empowered by the Act 
to make ordinances for the governing of the Territory in fields normally within 
provincial jurisdiction. 


The accounts and financial transactions of the Territory are subject to examina- 
tion by the Auditor General of Canada in accordance with section 26 of the Act and 
accordingly we have made an examination for the year ended March 31, 1972, and 
have reported thereon to the Council. 


A reorganization of the responsibilities of a number of departments, with effect 
from April 1, 1971, resulted in the following changes in the Statement of Expendi- 
ture and Revenue: 


1. Expenditures of all departments relating to (a) personnel services for salaries, wages and other 
employee costs and (b) expenditures of a general nature, previously provided for in two 
separate appropriations, Personnel services and General, were transferred to the departments 
to which the expenditures related. 


2. Expenditures previously provided for under separate appropriations were combined as fol- 
lows: Yukon Hospital Insurance Service, Welfare, Health and Correctional Institute under 
Health, Welfare and Rehabilitation; Travel and Information, Game and Yukon Regional 
Library under Tourism, Conservation and Information Services; and Yukon Council and 
personnel administration under Administrative Services. 


3. A new department, Legal Affairs, was constituted to administer the several Courts and related 
matters for which the federal Department of Justice had previously been largely responsible. 


For comparative purposes the 1970-71 figures have been adjusted accordingly. 


The following is a summary of expenditure and revenue of the Territory for the 
past two years: 
Year ended March 31 


1972 1971 
Expenditure— 

Operation and maintenance: 
HCQUCRIACIES Se ete OureG, COR) Rd dh Seek aoa eee Lt ok te eee $ 5,949,000 $ 5,276,000 
BHighwayverandt Publics Workeee eh. 2 ee ee A) Onde | 4,143,000 3,303,000 
Heéealthe Welfare and Renapiitation, o. .iee na. Gee oats ken ene 4 025,000 3,608,000 
TOCA COVEEINGT Ore ah ter a oe UL As sa eee owe ee aes Gens 1,674,000 1,619,000 
Tourism, Conservation and Information Services ............... 772,000 561,000 
SCIMIMISHT ALIVE CLVACCH Ae Oat alos nent not we Sat ikea a Bae 741,000 555,000 
Territorial Treasurer and Collector of Taxes ...............005 634,000 740,000 
Territorial Secretary and Registrar General .................05 485,000 388,000 
era PAT cree os) Aaa gna taed nknen Nobis Age dy ae eke Ay, 460 ,000 48 ,000 
interest OU TOANS POM: CANA. Sosa eek as ees hinkita nea eats 1,724,000 1,340,000 
20,607,000 17,438,000 
CTILEREE 5 crate a ota eee ir ae ate AU rae ey eee lye oon nal we ope ey 5,076,000 7,266 ,000 
25 683,000 24,704,000 
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Year ended March 31 
1972 1971 
Revenue— 
Federal grants: 
Wier auill Cam avrneina nieces isle wae av nda be cata Meee Noe hn eee oh 6,890,000 4,064,000 
TEQR INS ONE ZAL LO sy Re ce ON ais ale cee Ce a Rey Ceca a 2,423,000 1,858,000 
9,313,000 5,922,000 
Operation and maintenance: 
4 REESE a A 1 ay aM IE a oy Ooi GRE Re ORE Dk, Lae Senn Sa 3,456,000 2,800,000 
VS Ce DERRY a Seay 2h Ree Ria aie ee ne nto a a A eee eee Oe 1,971,000 1,851,000 
ETC ER CONRAN ts patil Cn eto cinta Shen St cua ieh es eal 880,000 586 ,000 
WILereSHOM DANK CCDOSIiSer eek lar ca ion sais os dae reagent mey ots 188,000 140,000 
Heées—reristratiow snd Services sais st lene We aE fou ook eric ch ee we 127,000 88,000 
CUA Yay eh SRC Pa ei RS sate ts A ha eR 322,000 234,000 
6,944,000 5,699,000 
Expenditure recoveries (including $5,498,000 under Federal-Territorial 
cost-sharing agreements; $4,359,000 in 1970-71): 
PT rely SE OIG, VWWOTK Scale 4% cdck vlan dcstdacs bus Aiea maa SG 008 2,725,000 2,259,000 
Healtheweltare and Renapuitaelon: <4 ogee obese ere Peels ake 1,821,000 1,780,000 
J 5116 ECG WH 8) 9 ie ears push a A EE SN palace Nn ir a1 PE ee ey a 681,000 596,000 
EOC Y COVE ICN Et. pet hun ed es SEN ca ie aR de ae 655,000 492 000 
Veta ar aire 20. os at eae, Sic tc een eed lA Ste re Ape, eae Y 449 000 — 
Territorial Treasurer and Collector of Taxes ..............00005 171,000 142,000 
CVUO TI ee eRe rots tM IE RAS fr SA TAD tn 2 CREB OLN io IP 67,000 30,000 
6,569,000 5,299,000 
Ooi a PeCOV Elles tigi. Baer at at th OP LPR REL tort ON eh atae AnteY.< 5, 1,871,000 2,523,000 
24 697 ,000 19,443 ,000 
PIKECSSOL CXDENCIGUTE OVEr TEVEILUE v vhs «aio ctv wel om ola e'ea lelaiy bi wlerW os boletecg leo $ 986,000 $ 5,261,000 


403. International Development Research Centre. The Centre, consisting of a 
Board of Governors composed of a chairman, president and not more than nineteen 
other governors appointed by the Governor in Council, was established by the 
International Development Research Centre Act, R.S. (1st Supp.), c.21, to initiate, 
encourage, support and conduct research into the problems of the developing regions 
of the world and into the means for applying and adapting scientific, technical and 
other knowledge to the economic and social advancement of those regions. The 
headquarters of the Centre is in Ottawa, district offices are located in Quebec, Que., 
Montreal, Que., Guelph, Ont., Edmonton, Alta., and Vancouver, B.C., and regional 
offices in Bogota, Colombia and Singapore. 


As required by section 21 of the Act, we have audited the accounts and financial 
transactions of the Centre for the year ended March 31, 1972, and have reported 
thereon to the Centre and to the Secretary of State for External Affairs. 


The financial statements of the Centre have not been reproduced in the Public 
Accounts as are the statements of Crown corporations and other operating activities. 
If financial information additional to the following is required reference should be 
made to the annual report of the Centre. 
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The following is a summary of operations of the Centre for the year ended 
March 31, 1972, and for the period May 18, 1970, the date of inception, to March 31, 
1971: 


Yearended May 13, 1970 to 
March 31, 1972 March 31, 1971 


Income— 
CROW mi aep 04 eG 7Us CIN Leis eRe op nea in oh wk Reda Rr nN te ERM OL? Chem $ 2,474,000 $ 2,444,000 
APALELES te ayomrsl ee Sere ea ee etal: seats oR yaaa Su eee ne rein anh a pei th aaa 132,000 70,000 
| FLY Fara | HOU. e) 2r ite anced) FINRA Tee bn Wele Aeaey a) ys) NEN SEY Jer nr ie SOR 9,000 10,000 
2,615,000 2,524,000 
Expense— 
Programs: 
SocialSciences and Human’) Resources = 4. 5. dsc aes are’ vee odors 501,000 41,000 
Agriculture; Poodsand NUtritionoclences: ...eaicuests a+ 5 Ses as aed 409,000 36,000 
Population and HealtiScrencesscente swt, cake cok covet ear 404,000 11,000 
Information Sciences ae areas a cohol ad eee Ses tess a teeneate 131,000 — 
1,445,000 88 ,000 
Administration: 
Salaries, allowances and employee benefits. ............00eeueee 983,000 384,000 
Slatitrareoana renova hese... nak eres eae toe taal“ mrcced 295 ,000 80,000 
A CCOHINOCStLODSeR UES ee ct tl: 4 Sigil ee acoere en Sty, RUE ak ew mee 119,000 48 000 
Governors’ honoraria, travel and meetings .............0 eee 116,000 43 000 
Orice turnishingstano-equipment, a ame pus ewes hi a niet sles eee 97,000 124,000 
OLLICEISUD DCS CIM ER? feos ik gn i ee a OR a kee inh eines 39,000 15,000 
COMMUGICRIIOUSS er ten 4. Stn hot rumen eee etree 37,000 14,000 
Proléssiona band Special servicess..... 2 nes be en miele « Plies oceans « 27,000 25,000 
EOL P ancy Toon VIC gene titel Tek StWn® Oh SUMING Siler | RRM EE» 9 SO 13,000 4,000 
SLUT Cty RNAI SEG IE UR Faso.) nt ts CS cha an le gee actiels a sslue ad Mune aaa 32,000 14,000 
1,758,000 751,000 
3,203,000 839,000 
IURCESS ‘OL CX PCDSe OVEN ALICOMIC Me nema er cadre fa tates ee ria ey ene $ 588,000 $ (1,685 ,000) 


The increase of $599,000 in salaries, allowances and employee benefits was due 
mainly to an increase in staff from 37 in 1970-71 to 92 in 1971-72. The increase of 
$73,000 in the cost of governors’ honoraria, travel and meetings resulted mainly from 
holding one of the Board meetings in New Delhi, India, whereas in the preceding 
year all Board meetings were held in Canada. The increase of $71,000 in accommo- 
dation expenditure resulted mainly from an increase in the space occupied by the 
headquarters of the Centre and the opening of additional district and regional 
offices. 


Section 20 of the Act requires the establishment in a chartered bank of an 
account to be known as the International Development Research Centre Account, 
which is to be credited with all amounts realized by the Centre under the Act. 
Notwithstanding this the Centre has established and is presently operating accounts 
in two chartered banks and in a foreign banking corporation abroad. The Centre 
should seek amending legislation that will permit it to establish the bank accounts 
necessary to conduct its business. 
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404. Medical Research Council. The Council, consisting of a president and not 
more than twenty-one other members appointed by the Governor in Council, 
operates under the Medical Research Council Act, R.S., c. M-9. Its function is to 
promote, assist and undertake basic, applied and clinical research in Canada in the 
health sciences, other than public health research. 


As required by section 16 of the Act, we have audited the accounts and financial 
transactions of the Council for the year ended March 31, 1972, and have reported 
thereon to the Council and to the Minister of National Health and Welfare. 


The following is a summary of the Council’s expenditure for the year, together 
with comparable figures for the preceding year: 
Year ended March 31 


1972 


Grants and scholarships— 


1971 


Crees MOCO ATCLE miele etree hence Ta kts plats duis Wee ukevatad ORE $ 23,568,000  $ 22,479,000 
ETeCHPETSOUNCkSUDPOEL ry ttt rt Oa ON eH he o P Oks Wade key eee aes 8,766,000 8,113,000 
RESCATC LOMO MON Mie eae me ey hi ao ioiw Sie eoeicis 4 ee wee Me ep 3,308,000 3,370,000 
35,642,000 33,962,000 
Administration— 

Salaries: waves and employee benefits . 2... crcecs ine dens ode nena os 302,000 251,000 
PE OTN CGE C TACO TINGS tar Ge ht eters Gi are Sao ale So dat ra PS 87,000 82,000 
Priiviieectanlonery and Ofte SUD PILES. 1a: k swe wk 2.0, c8s magmasea eae dts 36,000 38,000 
DTU AC TO Tiere, Lt ee eae eee ae Ch Ube ao o's mat pis ace tapslakgur ate 6s Beals 34,000 43 000 
Eee MINI Uiro ANC LCOU LINC Ie a, 28, mica den bse aes eee es ares 28,000 5,000 
PTO ERSIONA VANEISPECIALSETVICES. 7c thlsd) cdakhad ales teulute ae uthabaele voce 3 23,000 18,000 
Oa HONS ieee ce AOR A VE eer ada oe ene es aie al a 20,000 23,000 
AccoUntine7and Cheque issue Services 40. ows ala. ide we ot ws bs e's caress 15,000 18,000 
YG Cer Meare omelette, des cee on lhe oe ee EES eee 26,000 20,000 
571,000 498,000 
POtdire SDCHCIUULE (Aaa at. Ser ee eee roe Gee esa g Ce OMIA SE Bae a ely Boies $ 36,213,000 $ 34,460,000 

Total expenditure provided for by— 
Nationallieaith anc. ClinresVOlLeOUename «ccid. uae kaue toe betas eo $ 35,642,000 $ 33,962,000 
National Health ands Wellare VOte4o i) 75 one coe chan cone oe ewe ue 473,000 403,000 
Government departments which provided major services without charge 98,000 95,000 
$ 36,213,000 $ 34,460,000 


The $51,000 increase in salaries, wages and employee benefits was due to salary 
increases and to an increase in staff from 20 to 25. The increase of $23,000 in office 
furniture and equipment was due mainly to a move to new premises. 


Refunds of previous years’ expenditure, $76,000, were recorded as non-tax 
revenue of the Department of National Health and Welfare. At March 31, 1972, the 
Council had outstanding commitments of approximately $44,500,000 in respect of 
future grants and scholarships awarded, payment being subject to the provision of 
funds by Parliament. 


405. National Arts Centre Corporation. The National Arts Centre Act, R.S., c. 
N-2, established the National Arts Centre Corporation consisting of a Board of 
Trustees composed of a chairman, a vice-chairman, and nine other members 
appointed by the Governor in Council and the persons from time to time holding 
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the five public offices named in the Act. The objects of the Corporation are to 
operate and maintain the National Arts Centre, to develop the performing arts in 
the national capital region and to assist the Canada Council in the development of 
the performing arts elsewhere in Canada. 


The cost of the National Arts Centre including furnishings and equipment to 
March 31, 1972, amounted to $46.4 million which was provided from appropriations 
of the Secretary of State. The Centre is not included among the assets of the 
Corporation but has been leased from the Crown for a period of twenty years. Under 
the terms of the lease, the Corporation is responsible for maintenance and operation 
of the building but is not required to pay rent or provide for interest and deprecia- 
tion charges. Consequently, the accounts and financial statements of the Corpora- 
tion do not reflect the true costs of operating the National Arts Centre. (See 
paragraph 117 of this Report.) 


As required by section 16 of the Act, we have audited the accounts and financial 
transactions of the Corporation for the year ended March 31, 1972, and have 
reported thereon to the Chairman of the Board with a copy of the report being 
provided to the Secretary of State. 


At March 31, 1972, the proprietary equity was $737,000 in the form of working 
capital and is the amount by which the annual parliamentary appropriations have 
exceeded the net cost of operations since the opening of the Centre. 


The appropriation for the Centre provided by Secretary of State Vote 75 was 
$2 956,000 or $171,000 more than the net cost of operations of the Centre for the year 
which was $2,785,000 compared with $2,206,000 in the previous year. 


The following is a summary of the Corporation’s operations for the past two 
years: 
Year ended March 31 


1972 1971 
Expense— 
Direct costs of concerts and theatrical performances: 
Visi fang atiractiOlieais Pace: walle bia sis fo ORs htc eae $ 915,000 §$ 1,121,000 
NationamAmis @entre Orchestrac:ti24,8),oh50 faseeeles nae 847,000 797 ,000 
PLC CUAL Gea tren OrORTaAlisens cos 5 Mien caeie tO a cage er aa woe les eae ae 843,000 767,000 
Festival:Caina.d sie een ft Be Ca on hls es, iowa rte S ke 359,000 


2,964,000 2,685,000 
General and administration: 


Dalaries-and emploveesbenelits Mic fi 0u ci. Y sduet date cred yee eee Re 1,277,000 990 ,000 
| i USES (creep emma a eRe he 2 9 Sse te) eer ren wee SU Sa Senn ers 345 ,000 307,000 
Building Mamvenancesmatekes ethene tide ee ke aa eae 338,000 290,000 
Sccurity guards, tishersand CUldes i. shes edn oe hee waren ee 177,000 165,000 
Wevertising aiid: PYOMOTION, Miche wes baeums suid te aan oe awe ee 162,000 46,000 
1G WU ER= 1 0) 0) S Coc WPRERNG gee Syl ete Mat NAA Leh ore oe Ie Ra A ON Ria hain cr 81,000 58,000 
Employees’ travel and duty entertainment................000000. 49 000 39,000 
Telephone and selecraply aac. «casted ee ae erik souk es eal a ae ae 48 ,000 46 ,000 
CLOTS AA he Maa Acae a UL actarcsd Hata teed ieee ed Phe uts Sea Dace: ate eae 117,000 77,000 


2,594,000 2,018,000 
5,558 ,000 4,703,000 
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Year ended March 31 
1972 1971 
Income— 
Concerts and theatrical performances: 

NESTE Cra CULOUS alae ae eet ae ace wre ats L e ae osc etme aes $ 742,000 $¢ 917,000 
Nagiotialoatis entre Orchestra 20.008 noc. clit ls na ee ales 326,000 327,000 
Pee Mar anerthoeplopranieeare tin, ccs city kite cn cary eee se Means e ee 393,000 294 ,000 

ECSU Vad Oe ATIC A ee eae eee te 5 he A Aor ea 223,000 — 
Cada OUNCT Crate emt cca Oe Ta wt ener ong koe tee 208,000 195,000 
1,892,000 1,733,000 

Other: 

DESL CPN in un ren i dea tered oe Oenaearat A Amie pee a et Oar as ean tea, halen. Bye 437,000 373,000 
ROTEL Sete. eats & cats PO PN eR EON © ks Pei See eee rae 128,000 131,000 
Supply of materials and services to lessees ............0ee eee ceees 125,000 109,000 
MTS CRS ees cess oe AOR RUE EN nies Cee ate hate ks ciao aha aot ee 86,000 116,000 
VEISCE LIN TICOUSENA Lot tt NUR OM OAT A ie ed oui e a Rade els 83,000 38,000 
859,000 767,000 
2,751,000 2,500,000 
Pen erOlee SK PEMSe OVEL ICOM us there cisco. erie aime bun wend ves oo eee 2,807,000 2,203,000 
Deduct: eTOLt (loss) Gli restaurant Operations...) yceed alee «eee ae 22,000 (3,000) 


Net cost of operations, not includinginterest and depreciation ............. $ 2,785,000 $$ 2,206,000 


Of the increase in salaries and employee benefits, approximately $208,000 
resulted from an increase in staff from 175 to 202. 


The restaurant profit of $22,000 was determined without providing for the cost 
of space, equipment and utilities used. Food and beverage sales for the year totalled 
$943 000 compared to $820,000 in 1970-71. 


406. National Museums of Canada. This Corporation was established by the 
National Museums Act, R.S., c. N-12, and consists of a Board of Trustees composed 
of a Chairman, a Vice-Chairman, the Director of the Canada Council, the President 
of the National Research Council of Canada and ten other members appointed by 
the Governor in Council. The purposes of the Corporation, comprising the National 
Gallery of Canada, the National Museum of Natural Sciences, the National 
Museum of Man and the National Museum of Science and Technology, are to 
demonstrate the products of nature and the works of man so as to promote interest 
therein throughout Canada and to disseminate knowledge thereof. In accordance 
with section 10 of the Act, three special accounts, the National Museums Purchase 
Account, the National Museums Special Account and the National Museums Trust 
Account, are operated within the Consolidated Revenue Fund. 


As required by section 21 of the Act, we have audited the accounts and financial 
transactions of the Corporation for the year ended March 31, 1972, and have 
reported thereon to the Chairman of the Board, with a copy of the report being 
provided to the Secretary of State. 


The following is a summary of the expenditure and revenue of the Corporation 
for the past two years: 
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Year ended March 31 
1972 1971 
Expenditure— 
Administration, operation and maintenance: 
Salaries, wages and employee benefits ............... cee ee eee $ 5,181,000 $ 4,339,000 
ACEO UMELOU SULOTNL & & ote Sete tp tn Rear ae ene Ne te ek oS a 3,154,000 3,363,000 
Professicnaland specia |. Services,-..s. cian. betes ea tae one eee 1,249,000 912,000 
PEG PER hby CxS ERVICES» «co state ails a lots: g ERR cen eeeiraPe a ei os tle cue ale Denes 641,000 574,000 
Mesiantamey display iseV ICES is «. 55s nye annie ev stele eee vee: 329,000 107,000 
SE TOV Ele A er Oe key E t's GU, Genet mes ale GET ORG FURAN SN ae 295 ,000 235,000 
Materralstandsup plies 2euek.o4 va. Barter ema ere oe, On ane rae tere 250,000 212,000 
PUDIRCAUIGEIS EE Ne eto’ hrc cee ot ee Ee eal c tad Set raha Me te EG 184,000 149,000 
Office supplies and equipment including books................. 172,000 154,000 
Motion, picture production and.distribution «4... .+40.eecimene, 171,000 121,000 
COOMA iC a Gl OTIS sara bys ey een Pee enone ee Cala tale Bit .c ala comes 148 000 132,000 
MEINE aries Ate Pe tes Sea Rte pe hea ot ou ttre GOI eA Lan aie ail Caine MVE ae 370,000 284 ,000 
12,144,000 10,582,000 
Works OP art aol netssand OLNer ODjJECtS Anal: (eo ohar ceeds eve oe ui eae a 1,377,000 1,109,000 
BQUIVMeNnt GO MIEN IsIIIN Gs wei ace ae Rn Nacceaun ce mines ch OP cx ical set 465,000 246,000 
13,986 ,000 11,937,000 
Revenue— 
Tberest herent tense ee NCR LEI oh eon ee teak Det anny Case | Sc oh a ENS 34,000 56,000 
Bequests, ete —National Museums Trust Account .......... 0.000000 27,000 61,000 
Operating profit—National Museums Special Account ...............4. 22,000 2,000 
Servicesand Serv leGslCCs LIne (aula ek Meneses EE ale, TG ied pact ee 18,000 19,000 
Sales of publications, slides, photographs, etc. ............cccesresewes 14,000 22,000 
PNSULATICE TECOM CLIC Sicte hie, hots. x cle eet Ae nua aha a Nee Chae 10,000 — 
Retinds\or previous years EXpendiwure noi 404d ease bs Ae Pes cy Mian 6,000 20,000 
WVUISCG HAT COUA ce it lies iota th Ru mum Mie oto) Sena Se ei rute GBA alba oo oa) 1,000 — 
132,000 180,000 
Exess Of Expendinure Over reVelileurd. duc c/a eater ae «Ge ears ae $ 18,854,000 $ 11,757,000 
Excess of expenditure over revenue provided for by— 
Secretary of State Vote 100 (Vote 90 in 1970-71)............. 0... e eee $ 11,164,000 $ 8,210,000 
Government departments which provided major services without charge 3,982,000 3,974,000 


15,146,000 12,184,000 


Less: 

Increase 1n balances of special accounts: 
National Museums Purchase Account...........0.00cceeee eee 1,065 ,000 152,000 
National Museums Special Account... .% o.tsj< 02.44 toe se ca veo 101,000 133,000 
National Museumse hrs i Account: what sientew. fetiieices ie ative 3.0 06 16,000 61,000 
1,182,000 346,000 
Increase in inventory—National Museums Special Account...... 70,000 20,000 
Amount transferred to Secretary of State as revenue of Canada.. 40,000 61,000 
1,292,000 427,000 


$ 13,854,000  $ 11,757,000 


The increase of $842,000 in salaries, wages and employee benefits was due to 
revised rates of remuneration and an increase of 15 man-years in the work force. The 
increase of $337,000 in professional and special services was due mainly to the cost of 
additional background and research contracts for the renovation program at the 
Victoria Memorial Museum as well as to general increases in the cost of professional 
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and special service contracts. The increase of $222,000 in the cost of design and 
display services was due to the progress of the renovation program at the Victoria 
Memorial Museum. The cost of accommodation decreased $209,000 mainly as a 
result of a revision of rental rates by the Department of Public Works. 


All moneys appropriated by Parliament for the purchase of objects for the 
collections of the Corporation are credited to the National Museums Purchase 
Account. The increase of $1,065,000 in the balance of the Account represents the 
amount by which the $2,400,000 provided by Secretary of State Vote 100, interest of 
$32,000 and insurance recoveries of $10,000 exceeded the $1,377,000 expended from 
the Account on the acquisition of works of art, artifacts and objects. The balance in 
the Account at March 31, 1972, was $1,244,000. : 


All moneys appropriated by Parliament for the acquisition or publication and 
sale to the public of books, pamphlets, replicas and other materials, and the proceeds 
from sales, are credited to the National Museums Special Account. The increase of 
$101,000 in the balance of the Account represents the amount by which the $150,000 
provided by Secretary of State Vote 100 and $127,000 from the sales of books, 
pamphlets, replicas and other materials exceeded the $176,000 expended on acquisi- 
tion and publication of items for sale. The balance in the Account at March 31, 1972, 
was $281,000. 


All moneys received by the Corporation by gift, bequest or otherwise are 
credited to the National Museums Trust Account. The increase of $16,000 in the 
balance of the Account results from the receipt of bequests of $25,000 and interest of 
$2,000 offset by contributions to the editorial costs of publications and to research of 
$11,000. The balance in the Account at March 31, 1972, was $80,000. 


407. Roosevelt Campobello International Park Commission. This Commission was 
established by an agreement between Canada and the United States of America to 
administer the Roosevelt Campobello International Park, on Campobello Island, 
N.B., as a memorial to President Franklin Delano Roosevelt. Implementing legisla- 
tion was enacted in Canada by the Roosevelt Campobello International Park 
Commission Act, 1964-65, c.19. The Commission consists of six members, three 
appointed by the Government of Canada and three by the Government of the 
United States of America. 


Grants to the Commission from the Canadian and United States Governments 
are made in United States dollars and the books are kept in that currency. 
Consequently all amounts referred to herein are United States dollar amounts. 


The proprietary equity at December 31, 1971, was $947,000, represented by cash, 
$151,000, capital assets, $799,000, less accounts payable, $3,000. 
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The following is a summary of the revenue and expenditure for the year ended 
December 31, 1971, together with comparable figures for the preceding year: 


Year ended December 31 
1971 1970 
Revenue— 
Grants: 
BREE Ay athe kh as Sin ae EE oe Se ER aA, aie ae ine ee are Me ley fern Tae $ 125,000 $ 88,000 
WHTLed Staves OL AINeriCaiwcr: aterm rans site ca cies Case ee ake 125 ,000 88,000 
CLL EF 42 en ae ahaa sane PP Ca Urine PP toner Rearend) ak aurick 4 Ol area 7,000 8,000 
257 ,000 184,000 
Expenditure— 
Administration, operation and maintenance: 
Salaries, wages and employee benefits t..c56..00ssccs ecw ee nese as 125,000 104,000 
Repaircanc. ma inicenances an rauind. er ous sat aoe kane aa sot ee 7,000 7,000 
GUESHNOL SEs eh a clic eee ae cree ae oti nett. Be ak. oh ah Oe 6,000 2,000 
PAD ANY Serna Koh s tego ye A mA ROW Fr Ruan A Nelo ee MAES Mae ERM, coe, oT 5,000 3,000 
NTA Lean Cae ORNs Sart EEE Wee ULM Sa Lae Cul wo! Gi ares MNGi sed axl AVNET 5,000 3,000 
ight Wes walaepOwenn Nrea tn Clontan ieee a, «ea CERN) «et tea, 4,000 3,000 
ALYSSA CO et aoc heen aa nes. pres chee eeuaeEey a eh og euas eee 3,000 3,000 
CONLETEN CECE ree Ran te atte ee are) weak Moen ges areeet ake me ate tale 3,000 2,000 
PIOlessiOn ge. SELVACES a Peen cn tee oA. de ee taals < Seine aS 3,000 3,000 
RU ehe CO NIN a rea: Cas PON, Les Ue RC vie raphe ee 8,000 5,000 
169,000 135,000 
CATT Ca BSS CUS SO eet Geet tae nee Pca oe akan aie eis pate eae beens 79,000 90 ,000 
248 ,000 225 ,000 
Pixcess Of TeVEMUGOVEREXDeENUTCUre ss. ees ty eet ta oe ots Py ca ec $ 9,000 $ (41,000) 


The increase in salaries, wages and employee benefits is due both to a general 
increase in salary and wage rates for 1971 and to an increase in the number of 
employees during the year. 


408. Royal Canadian Mounted Police (Dependants) Pension Fund. This Fund is 
operated under Part IV of the Royal Canadian Mounted Police Pension Continua- 
tion Act, R.S., c. R-10, which makes provision for members of the Force other than 
commissioned officers to provide pensions for their dependants. The Fund is 
credited with contributions and charged with all pensions, annuities and other 
benefits paid. Interest on the principal of the Fund is credited at the rate of 4% per 
annum. 


The balance of the Fund at March 31, 1972, was $8,517,000 compared with 
$8 494,000 at March 31, 1971. 


In compliance with section 55 of the Act, we have examined the accounts and 
financial statement of the Fund for the year ended March 31, 1972, and have 
reported thereon to the Solicitor General. The following is a summary of the Fund’s 
transactions for the year together with comparable figures for the preceding year: 
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Year ended March 31 


1972 1971 
Receipts— 
Con vioucuonsWyomembpers erst hs siete Se sud tele Cee Oat a Ee! $ 184,000 $ 233,000 
1a PE CSS Se ge RRR is se Sten eee <i a Mey rene en ere RT EE aE Pen ee 333,000 332,000 
517,000 565 ,000 
Disbursements— 
Witiarawals.01 Con thou tlOnsaate mys. 76. & details te ayia ola te ac wen a Sareea 364,000 373,000 
ESAS OLS OO CCPENGAT US yy. SiGe cate ete oa eee ge ee ids ee en 130,000 137,000 
494 000 510,000 
EIXCess OL TECElPISOVer CISDUISEMENtS ate. s,s se sone be ke eas oh ee fone $ 23,000 $ 55,000 


The Act requires that an actuarial valuation of the Fund be made every five 
years. The last such valuation was made by the Department of Insurance as at 
March 31, 1969, and like the five preceding quinquennial valuations showed the 
Fund to be in a surplus position. Following each of these valuations since 1949, an 
increase in benefits has been implemented on recommendation of the actuary. 


409. Science Council of Canada. The Council, consisting of a chairman, vice- 
chairman, twenty-three members and four associate members appointed by the 
Governor in Council, was established by the Science Council of Canada Act, R.S., c. 
S-5, to assess Canada’s scientific and technological resources, requirements and 
potentialities and to make reports and recommendations thereon to the responsible 
Minister. 


As required by section 18 of the Act, we have audited the accounts and financial 
transactions of the Council for the year ended March 31, 1972, and have reported 
thereon to the Council and to the Minister of State for Science and Technology. 


The following is a summary of the expense of the Council for the past two 
years: 


Year ended March 31 
1972 1971 

a IAtICS OLD LOMeeDelCrLs more ctor (it cu) 3 Sauce tee as ak ee ee $ 658,000 $ 574,000 
PToLessiona and SDeCl a) SELV ICCA nah, beoceram oslo i nee wnasis eee mes 427 ,000 378,000 
Bwblicaion of reporte and studies). Game wah bess bub clh eaten ewe 6 aterm ee 147,000 59,000 
PDEA UR PATICNTE IOV Gl in Son cen er cite as es a oe A BN ecta rset Abe Ge nPN 99 ,000 110,000 
PAC COMATTVOCLA TIL ed ae rte cee Ra eee ME ce ath Mae ee een We ae eae cate ang hn on aes 98 ,000 86,000 
Office equipment, furniture, stationery and supplies .................0000 75,000 68,000 
Welephone- telegrams and postages.:. c.g). hoe. s PGs ae es a tee vibes 28,000 23,000 
MISCO Eatie Gls 2 en ee ee ec nn eee cil sn gaRO Ee ee ete nid sre t 5,000 11,000 
Ot LEX PeMsG, wot. anita 2s Ser bagier ata ts) sate tbe ers cee $ 1,537,000 $ 1,309,000 
Total expense provided for by— 

Prigys@ouncils Vote Sowa lars serebreaee Aes ty... eee EA TS ORO E TS $ 1,339,000 $ 1,185,000 

Government departments which provided major services without charge. . 198,000 124,000 


$ 1,537,000  $ 1,309,000 
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410. Standards Council of Canada. This Corporation was established by the 
Standards Council of Canada Act, R.S. (1st Supp.), c.41, and consists of six members 
employed in the public service of Canada, a member for each of the ten provinces to 
be nominated by the Lieutenant Governor in Council, and not more than forty-one 
other members, all to be appointed by the Governor in Council. The objects of the 
Council are to foster and promote voluntary standardization in fields relating to the 
construction, manufacture, production, quality, performance, and safety of buil- 
dings, structures, manufactured articles and products, and other goods; and to 
further international co-operation in the field of standards. 


At March 31, 1972, the Council had a surplus of $342,000 comprising the 
unexpended balance of funds provided from Industry, Trade and Commerce Vote 
40. (See paragraph 109 of this Report.) 


As required by section 19 of the Act, we have audited the accounts and financial 
transactions of the Council for the year ended March 31, 1972, and have reported 
thereon to the Council and to the Minister of Industry, Trade and Commerce. 


The following is a summary of the operations of the Council for the year ended 
March 31, 1972, and for the period October 7, 1970, the date of inception, to March 
31,1971: 


Year ended 
March 31, 1972 


October 7, 1970 
to March 31, 1971 


Income— 
Payment received pursuant to Industry, Trade and Commerce 


Vore40l CY Gre cnr sert) asa ects cdota jot c.S hens Seale has onaialeae ata ese $ 481,000 $ 155,000 
hinberestse craic ieee ates oie. 3), Laer ee ea eh 18,000 — 
499 ,000 155,000 
Expense— 
Salaries, wages and employee benefits ..............0 cece eevee 84,000 18,000 
Contributions re membership in international organizations....... 81,000 - 
SL TAVelis Fe 2G Ae ee Ne eet. fe oe ee, ee nS se 48,000 1,000 
Professional and specia Services 04 4.u%,. >. Swe osiaiae.s Oe nan es4o5 27,000 — 
ifiGeMMINitUre ANC COUIOTMEN Eco ciceie s sue Seah pe Ris was hae nS 24,000 — 
Obes aceOmMmods lone aes waist ok, balsa eee es oes 13,000 1,000 
EAS Re EPR, oot er Sn ERROR: Co OM ESR DICT fC Ne UR eee aCe 14,000 1,000 
291,000 21,000 
Excess of IncomesOVer OXDeENse seer ese le oe aah ot ere ree $ 208,000 $ 134,000 


411. Unemployment Insurance Commission. The Unemployment Insurance Act, 
1971, 1970-71-72, c.48, which replaced the Unemployment Insurance Act, R.S., c. U-2, 
in June 1971 provides benefits for workers who are unemployed. The Act is adminis- 
tered by the Unemployment Insurance Commission consisting of three commis- 
sioners appointed by the Governor in Council. The Commission is also responsible 
for the administration of the Government Annuities Act, R.S., c. G-6. 
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The Unemployment Insurance Act, 1971, established the Unemployment Insu- 
rance Account as a special account in the Consolidated Revenue Fund to which was 
transferred the balance standing to the credit of the Unemployment Insurance Fund 
under the former Act, together with accrued interest. The Account is credited with 
premiums from employers and employees, an amount equal to the government cost 
of paying benefits for the immediately preceding calendar year and interest on the 
balance in the Account. Amounts paid on account of benefits and, effective January 
2, 1972, the costs of administration of the Act are charged to the Account. 


Significant changes in benefits introduced by the new legislation include bene- 
fits to persons with 8 weeks of insured employment, compared to 30 weeks under the 
previous Act; benefits up to 15 weeks for loss of employment due to sickness or 
maternity, not previously provided for; and the introduction of a three-week 
retirement benefit to those between the ages of 65 and 70 who voluntarily withdraw 
from the labour force. } 


Canada’s contribution under the former Act, equivalent to one-fifth of the 
employer-employee premiums collected, was replaced by provisions whereby, effec- 
tive January 1, 1972, Canada assumed the cost of extended benefits under the Act 
and of benefits attributable to unemployment at a national average rate in excess of 
four per cent. Payments by Canada to the Account in respect of its contribution 
under the new Act commence in 1973-74. Where the balance in the Account is 
insufficient to pay benefits, the Act authorizes the Commission to borrow from 
Canada an amount sufficient to meet payments arising under the Act, to a maxi- 
mum of $800 million. At March 31, 1972, the total of such advances was $161,782 ,000. 
However, advances subsequent to that date brought the total to approximately $983 
million by December 22, 1972. Advances in excess of the statutory limitation of $800 
million were made available by means of Governor General’s special warrants. 


Under the new Act, Canada also assumed the net cost of providing unemploy- 
ment insurance to fishermen. 


The amount of $161,782,000 shown by the Commission as borrowings from 
Canada at March 31, 1972, differs from the amount of $183,630,000 shown in the 
Public Accounts as advances to the Commission at that date because of: 


The net cost of benefits to fishermen in the period June 27, 1971, to March 31, 1972, 
recorded by the Receiver General as advances to the Commission whereas they are 
actually expenditures under section 146 of the Act.......... 0. cece eee eee eee eens $ 14,977,000 


An adjustment in April 1972 of a March advance from the Receiver General recorded by 
the Receiver General as a 1971-72 transaction and by the Commission as a 1972-73 
DEA VICADTION lee te eos ae so ee RES EIAUE OE. hes Sos Thana thw RE Sie alia ake a a ee ee 6,871,000 


$ 21,848,000 


370 REPORT OF THE AUDITOR GENERAL — 1972 


The following is asummary of the transactions of the Unemployment Insurance 
Account/Fund for the year ended March 31, 1972, and the balance at the credit of 
the Account at that date together with the corresponding amounts for the previous 
year: 


Year ended March 31 
1972 1971 
Revenue— 
PTERITUMS TCU a os ne LU EER PO TREN he Ee ae SNe ae $ 569,331,000 $ 495,199,000 
Contnbutions rom: GC angda worm ase ten ark Salaun akin ek ota 92 ,086 ,000 99 ,039 ,000 
INCOME COMIN VES UINCULS SCLC. aia cnce Mapesin es ii stiacen oN hoe sais bak abe te eee 15,471,000 29,376,000 
676,888 ,000 623,614,000 
Expenditure— 
Benetitiepaymentsewuneba evar we acoes. «ote Ba ees ones sore 1,147 ,464,000 783,699,000 
Deduct: 
Amount of benefits recoverable from Canada................. 168 253,000 — 
Supplementary benefits provided for by Labour Vote 7b of 
LOO = pil teens eae Ue te atest kc ah Micon toc aa MeN se Mcaly ee oo Oe 24 669,000 25,580,000 
Cost of benefits to fishermen provided for by statute.......... 16,240,000 


209,162,000 25,580,000 
938 302,000 758,119,000 
Administration expense charged to the Unemployment Insurance 
Account(Janvary2 to March’ ol 1972) 2M vein cane ee 28 536,000 — 


966 ,838 ,000 758,119,000 


TEXCESS;OF EXPCUOISUTC OV OL IONEN Gree i. hurkardan Weihenieetieers mares sive iuele's 289 ,950 ,000 134,505,000 
Balance ah VECINMINe Ovens os oct a tebe tee eee ome ete ae 323,637,000 458,142,000 
Balance at CNGtOny Cale tia hs eee wus earn pele ah setae eA $ 33,687,000 $ 323,637,000 


Benefits paid under the old Act for the period April 1 to June 26, 1971, totalled 
$243 million while those paid under the new Act for the period June 27, 1971, to 
March 31, 1972, totalled $904 million. The total benefit payments of $1,147 million 
in 1971-72 reflect an increase of $363 million (46%) over benefit payments of $784 
million in 1970-71. This increase resulted from a higher level of unemployment and 
the increased coverage and benefits provided under the new Act. 


Expenditure exceeded revenue by $290 million in 1971-72 compared to $135 
million for the previous year. The increase in premium revenue that resulted from 
the extension of insurance coverage to employees previously excluded, and the 
higher premium rates reflect in the accounts only for the three-month period 
January 2 (the date from which these changes were effective) to March 31, 1972, 
whereas the costs of improved benefit payments, and shortening of the qualification 
period are included for the nine-month period June 27, 1971, to March 31, 1972. Also, 
administration costs for the three-month period January 2 to March 31, 1972, are 
included in expenditure. Comparability of results for the past two years is subject to 
these qualifications. 


The cost to Canada of unemployment insurance benefits for the past two years, 
excluding the cost of administration, is as follows: 
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Year ended March 31 
1972 1971 
Contributions representing one-fifth of employer-employee premiums $ 92,086,000 $ 99,039,000 
Supplementary benefits—Labour Vote 7b of 1970-71 .................. 24,669,000 25 ,580 ,000 
Government cost of paying benefits for the period January 1 to March 
SHE LLP OD b 2s See ee ee ed Le Oa Ue EES Oa, Da Ree Se AGS ook C7 OA NS CA a 168 253,000 — 
Benefits paid to fishermen, less premiums received $1,263,000.......... 14,977,000 — 


$ 299,985,000 $ 124,619,000 


The cost of administration is met by appropriations of the Department of 
Labour, by charges to the Unemployment Insurance Account and by other govern- 
ment departments which provide certain major services without charge, such as 
accommodation for the Commission’s offices throughout Canada, accounting and 
other services, as well as contributions to the Public Service Superannuation Account 
and the Canada and Quebec Pension Plans. Commencing on January 2, 1972, the 
Account has been charged with that portion of these services which relates to the 
unemployment insurance function. The following is a summary of administration 
expense for the past two years: 

Year ended March 31 


1972 1971 
Salaries, wages and other personnel costs...............5. RENG 9 See ee $ 68,584,000 $ 47,651,000 
PAR DOMeLIOl aNd COMMIUMICAHONS sc. c0o «ks ko hes xp kh adel aaielena ea ee 7,324,000 4 885,000 
ELOTy eee eet reel a Saar e Aten cee meat ed oles Se ens See Veto deo Rene alee 6,994 ,000 5,655,000 
ic cemona Land special ServiCesuwe res tb Wa so lous Ys Foes omaha suas . 5,258,000 2,502,000 
Keetietes aber als ANC SII DDIIES c).mccu 6k «aac. core he cok sh ws each Cee we hen 2,866,000 2,509,000 
LUT OVS LOL Lanes aoe ot Seb eto stk Ee AEE EILI B IO Le I A 1,069,000 294 ,000 
Construction and acquisition of machinery and equipment .............. 768 ,000 1,482 ,000 
PAUTEM ASC CNTCO SITS ATIC UDKECD Losses a citer te < F ive retire Cr auc BT om ates 90 ,000 54,000 
OE erie eee, EM ee ee Re CL PN SES dn SR UP OE GAR A, 102,000 62,000 
93,055,000 65,094 ,000 
Deduct: Recovered from Canada Pension Plan ...:..0.. 0.6.0 cece ee os 438,000 471,000 
$ 92,617,000 $ 64,623,000 
Administration expense provided for by— 
RITA OLG ee tert Saito nh rea TE Wee Pan Ron aad bre Sk iL ia $ 55,378,000 $ 53,432,000 
MMeMPlOV ments NsUrAarICecALCOUMtCs Ne os Glass Stes somes ie ahaa 28 536,000 _ 
Government departments which provided certain major services 
VALE ORC IIE TOO Rear eri ame aT eee ea AN yin ACA MA Cot laa lela ine, dap g 8,781,000 11,266 ,000 
92 695,000 64,698 000 
Less: Canada Pension Plan recoveries credited to revenue of Canada .. 78,000 75,000 
$ 92,617,000 $ 64,623,000 


The increase of $28 million in administration expense is mainly attributable to 
the cost of implementing the new Act and to an increase in the number of insurance 
claims processed. The main increases are: $21 million in salaries, wages and other 
personnel costs, primarily resulting from an increase in staff from 6,755 at March 31, 
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1971, to 10,223 at March 31, 1972; $2.4 million in transportation and communica- 
tions, made up mainly of increases of $1.1 million in staff travel and removal 
expenses, $900,000 in telephone and telex charges and $400,000 in postage; $1.3 
million in rental charges, including $700,000 in office accommodation rentals caused 
by increased space requirements and $500,000 in increased computer rental charges; 
and $2.8 million in professional and special services, of which $1.4 million resulted 
from the transition to new program procedures and $1.3 million from charges by the 
Department of National Revenue—Taxation for the collection of premiums for the 
three-month period January 2 to March 31, 1972. The cost of administration of the 
Government Annuities Act in 1972, $1,347,000 compared with $1,298,000 in 1971, is 
included in the administration expenses of the Commission. 


The verification of employers’ records with respect to unemployment insurance 
was the responsibility of the Commission’s revenue control branch to December 31, 
1971. Commencing with the calendar year 1972 the Department of National Reve- 
nue—Taxation has assumed responsibility for the collection of premiums on behalf 
of the Commission, as well as responsibility for the audit of the accounts of 
employers. The Department transfers monthly to the Commission an amount based 
on a forecast of unemployment insurance premiums compiled by projecting 1969, 
1970 and 1971 data to 1972, with adjustments for work force and income growth. 


* * * * 


This is the last of thirteen Reports to the House of Commons I have made as 
the Auditor General of Canada. It has been a privilege and an honour to have been 
able to serve Canada in this way and I hope that in some small measure I have been 
able to contribute to the well-being of our country and of the Parliament of Canada. 


I would like to take this opportunity to express my appreciation to the staff of 
the Audit Office for their loyalty and devotion across the years. They have been 
hard pressed and in several respects badly treated in the system under which we 
have had to operate. I express to them the hope that under my successor the things 
we have worked for but have been unable to achieve will come to fruition so that the 
staff and the Office can be of ever increasing service to Parliament and to Canada. 


A.M. HENDERSON 


Auditor General of Canada 


February 28, 1973. 
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APPENDIX 1 


RECOMMENDATIONS AND OBSERVATIONS BY THE STANDING COMMITTEE ON 
PUBLIC ACCOUNTS NOT YET IMPLEMENTED OR DEALT WITH 


Fourth Report 1963—presented to the House on December 19, 1963 


1. SECOND CLASS MAIL. The Committee expressed its belief that early consideration should be 
given by Parliament to ways and means of covering the loss of the Post Office Department in 
handling second class mail and requested the Auditor General to keep the matter before 
Parliament in his annual Reports in order that subsequent committees may give consideration 
to it. 


In its Fourth Report 1966-67 the Committee stated that it felt that there was something 
wrong when no action had been taken with respect to, and apparently very little consideration 
given to, its recommendation on this matter. The Committee first drew the matter to the 
attention of the House in its Third Report 1958 and, while minor changes had been made, the 
annual loss had continued to increase and the Committee was of the opinion that sufficient 
consideration had not been given to the solution of this problem. It considered it essential that 
the Post Office Department or Parliament immediately find ways and means of covering the 
loss of the Post Office Department in handling second class mail without this being done at 
the expense of other classes of mail, keeping in mind, however, the need of assistance to small 
independently-owned newspapers circulating in rural areas. See paragraph 176 of this Report. 


Fourth Report 1964-65—presented to the House on July 28, 1964 


2. GOVERNOR GENERAL’S SPECIAL WARRANTS. The Committee recommended that a study be 
made of Governor General’s special warrants. 


Sixth Report 1964-65—presented to the House on October 20, 1964 


3. ASSISTANCE TO PROVINCES BY THE ARMED FORCES IN CIVIL EMERGENCIES. The Committee 
noted that certain provinces had not settled outstanding accounts with the Department of 
National Defence relating to assistance provided by the Armed Forces in civil emergencies in 
prior years. It also noted that as the Department had not been successful in collecting the 
accounts, they had been referred to the Executive for direction but such direction had not as 
yet been received. The Committee directed the Auditor General to inform it of the final 
outcome of these matters. 


In its Fifth Report 1968-69 the Committee expressed the opinion that, while the Federal 
Government should continue to assist the provinces in civil emergencies, outstanding accounts 
should be settled in view of the agreements to pay, or agreement must be reached on 
cost-sharing. It considered that this item should be included on the agenda of a future 
Federal-Provincial Conference for clarification and requested the Auditor General to keep it 
‘nformed on further developments. See paragraph 135 of this Report. 


4. ERRORS IN PUBLIC SERVICE SUPERANNUATION ACCOUNT PENSION AND CONTRIBUTION CALCULA- 
TIONS. The Committee expressed concern that this matter (first drawn to the attention of the 
Department of Finance by the Auditor General in 1959), which it regards as being very serious, 
is taking so long to be corrected. It requested the Auditor General to keep it fully informed. 


In its Seventh Report 1966-67 the Committee noted that immediate steps were being taken 
to include in the internal auditing procedures of the Superannuation Branch an examination 
of the employee’s contributions in relation to his salary and the documents on file. It 
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requested the Auditor General to continue to keep it fully informed. See paragraph 213 of this 
Report. 


. INTEREST CHARGES ON LOANS TO THE NATIONAL CAPITAL COMMISSION. The Committee 
recorded how, in its Fourth Report 1963, it had expressed the view that since outlays on 
properties such as those held by the National Capital Commission are expenditures of the 
Crown rather than income-producing investments, it would be more realistic were Parliament 
asked to appropriate the funds in the years in which properties, which are not to be specifically 
held for resale, are to be acquired, instead of leaving the expenditure involved in the 
repayment of loans to be absorbed in future years. 


After hearing further evidence, the Committee stated it continues to hold the view that 
outlays on properties such as these are expenditures of the Crown rather than income-produc- 
ing investments, and that Parliament should be asked to appropriate the funds in the years in 
which the properties are to be acquired. It pointed out that if this were done it would eliminate 
the need for Parliament to appropriate funds to the Commission to service loans made under 
the present practice. The Committee repeated its request that the Department of Finance 
review the existing practice with the National Capital Commission with a view to placing the 
financing of the Commission on a more realistic basis. 


In its Seventh Report 1966-67 the Committee repeated its views on this matter and stated 
that it was glad to note the undertaking of the Department of Finance to review and discuss 
the accounting treatment involved with the Auditor General. See also item 17 of this Appendix 
and paragraphs 58, 256 and 348 of this Report. 


. INDIRECT COMPENSATION TO CHARTERED BANKS. The Committee recalled that, in its Fourth 
Report 1963, it had advised the House that it was in agreement with the view of the Auditor 
General that the arrangement existing between the chartered banks and the Government of 
Canada does constitute indirect compensation to the chartered banks and that this may be 
construed as being contrary to the intent of section 93(1) of the Bank Act. 


The Committee reiterated its belief that, if the banks are to be compensated for services 
provided to the Crown, consideration should be given to the most equitable manner in which 
this may be done, with statutory sanction being given by means of an appropriate amendment 
to the Bank Act, possibly at the time of the decennial revision in 1965. 


In its Seventh Report 1966-67 the Committee noted that notwithstanding this reeommen- 
dation, Bill C-222, An Act respecting Banks and Banking, given first reading on July 7, 1966, 
includes a provision under subclause (2) of clause 93 designed to permit the continuation of the 
practice of compensating the banks indirectly for services provided to the Crown by keeping 
non-interest-bearing funds (currently an aggregate of $100 million) on deposit with them. 


In the opinion of the Committee the proposed amendment does not meet its reeommenda- 
tion. See paragraph 87 of this Report. 


Seventh Report 1964-65—presented to the House on December 7, 1964 


. SURPLUS ASSETS DISPOSAL. The Committee expressed deep concern that while physical inven- 
tory quantities are maintained and are readily available in respect of all the equipment and 
supply items maintained by the Department of National Defence, the purchase cost of the 
materials, including supplies and equipment stores at supply depots and at repair and 
overhaul contractors’ establishments, is not available. In accordance with sound business 
practice, it would be reasonable to ascertain, for the purposes of financial management control, 
the value of the inventory and what it costs to store and handle such an inventory. 
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While the Committee expressed its satisfaction with the supervisory methods exercised by 
the Department of National Defence over its physical inventory quantities, it did not see how 
the Department can perform a really effective job of inventory management without knowing 
the value of the inventory and what it costs to carry it. Furthermore, the lack of any cost or 
carrying values has rendered it difficult for the Committee either to form any reasonable 
estimate of the value of the supplies on hand or to determine what would seem to be a 
reasonable inventory level for a department the size of the Department of National Defence to 
maintain for the requirements of the three Armed Forces. In this connection it should be borne 
in mind that appropriations approved for the Department of National Defence have aggregat- 
ed an average of $1,646 million annually, of which $421 million related to equipment, 
materials and supplies, over the past five years so that it does not seem unreasonable for the 
Committee to expect that some maximum dollar figure of values should be established to 
govern the size of the inventory. It was explained to the Committee by the officials of the 
Department of National Defence that the Department has been studying this matter for some 
time and the hope is entertained that it will be possible in due course to record the dollar value 
of this stock subject to the extent to which the recommendations of the Royal Commission on 
Government Organization are implemented in the years ahead. The Committee found general 
agreement that the determination of this would contribute materially to an improvement in 
the management of an inventory of this size. 


The Committee made four recommendations of which the following has not yet been 
implemented: 


that every effort be made by the Executive to introduce at as early a date as possible an effective 
accounting change in the operations of the Department of National Defence whereby inventory 
quantities can be costed on acquisition and recorded in the quarterly or periodic inventory listings 
made by the Department. 


Eighth Report 1964-65—presented to the House on December 7, 1964 


8. AWARDS UNDER THE PENSION ACT. The Committee made the following recommendations 


designed to clarify the Act: 


(a) that the extent of the powers delegated to the Commission under section 25 of the Act, “to grant a 
compassionate pension, allowance or supplementary award in any case that it considers to be specially 
meritorious” where the applicant is otherwise unqualified to receive such an award, be clarified by 
defining the term “specially meritorious”; 


(b 


—_ 


that the ambiguity under the Act whereby section 40 (2) appears to contemplate that a pension in 
respect of death of a member of the forces be limited to a single class of recipient whereas other sections 
of the Act provide that payments in respect of a death may be made concurrently to a widow (section 
37), children (section 26) and parents (section 38), be eliminated; 


(c) that the inconsistency apparent under section 38 of the Pension Act, where pensions awarded to 
widowed mothers under subsection (3) thereof, which requires that the parent must be incapacitated by 
mental or physical infirmity from earning a livelihood, are by reason of subsection (7) being continued 
in payment even though the widowed mothers have subsequently been able to undertake full-time 
employment, be removed; 


(d) that consideration be given to adding a section to the Pension Act similar to section 18 of the War 
Veterans Allowance Act to deal with cases where it appears to the Commission that there had been a 
deliberate disposal of property for the purpose of qualifying for a dependent parent award; 


(e) that, having regard for section 40 (1) of the Pension Act which provides that no person shall be awarded 
more than one pension in respect of death, the Commission reconsider the legality of its decision to 
permit an award to a dependent parent of a second pension in respect of the death of a child after the 
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rights to a pension awarded in respect of the death of another child have been lost under the terms of 
section 45 (2) of the Act. 


9. WAR VETERANS ALLOWANCES. The Committee made the following recommendations: 


(a) the Committee, after taking note of the increasing number of overpayments arising mainly from 
veterans making false or misleading statements, and of the fact that, although 80 such cases had been 
referred to the Board by the Auditor General in 1962 and 1963, in none of these had legal action been 
instituted, recommends that all cases of deliberate deception which come to notice be vigorously 
prosecuted ; 


(b) that in cases where the presence of a child is the reason for an award at married rates, the income of the 
child, except income specifically exempted under the Act, be taken into account in determining the 
amount of the award. 


| In its Fifth Report 1968-69 the Committee expressed concern that its previous reeommen- 
| dation that cases of fraud with respect to war veterans allowances be ‘“‘vigorously prosecuted”’ 
| could be interpreted by some as indicating that the Committee’s sole interest is in the recovery 
| of the money. The Committee was aware that there may be mitigating circumstances and 
* therefore recommended that the word “vigorously” be deleted. 


10. AMENDMENTS TO THE CUSTOMS ACT AND THE EXCISE TAX ACT. The Committee made four 
recommendations of which the following has not yet been implemented (see paragraph 167 of 
this Report): 


Determination of ‘sale price’ for sales tax purposes— 


that an amendment be made to the Excise Tax Act designed to give statutory sanction to the 
existing scheme of valuation followed by the Department of National Revenue in authorizing 
manufacturers by regulation to compute the sales tax on less than the actual sale price. 


In its Fourth Report 1969-70 the Committee informed the House that although the 
problem remained unsolved, the Deputy Minister had stated that it was being given constant 
thought and attention and that the Customs and Excise Division was working jointly with the 
Department of Finance on the matter. 


11. AUDIT OF THE OFFICE OF THE AUDITOR GENERAL. The Committee noted that pursuant to the 
provisions of section 75 of the Financial Administration Act, an officer of the public service 
nominated by the Treasury Board examines and certifies to the House of Commons in 
accordance with the outcome of his examinations the receipts and disbursements of the Office 
of the Auditor General. 


The Committee recommended that this section of the Financial Administration Act be 
amended to provide that the receipts and disbursements of the Office of the Auditor General 
be examined by a qualified person nominated by Parliament through its Standing Committee 
on Public Accounts, and that such person should report thereon to the House of Commons. In 
its Third Report 1966-67 the Committee reiterated this reeommendation. 


Third Report 1966-67—presented to the House on June 28, 1966 


12. SEPARATE ACT OF PARLIAMENT. The Committee is of the opinion that all of the characteristics, 
duties and functions of the Office of the Auditor General should be set out in a separate Act of 
Parliament governing this Office instead of being a part of the Financial Administration Act. 


The Committee reiterated this opinion in its Fifth Report 1969-70. 
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In its First Report 1972 the Committee requested from the House a reference to draft 
recommendations for an Auditor General’s Act. The House provided the following Order of 
Reference dated March 27, 1972: 


That the Standing Committee on Public Accounts be authorized to prepare a draft bill concerning the 
office, functions and powers of the Auditor General. 


On March 28, 1972, the Committee passed the following motion: 


That the Chairman of the Committee be authorized to seek assistance from the Auditor General of 
Canada, the Department of Justice and both Houses of Parliament to prepare a draft bill concerning 
the office, functions and powers of the Auditor General, such draft bill to be presented to this 
Committee by October 1, 1972 or at the earliest opportunity thereafter if the Committee is not then 
sitting. 


The Chairman was then directed to write letters to the representatives who would be 
assisting the Committee advising them of the Committee’s decision and explaining that the 
two chief provisions which the Committee wished included in the draft bill were the indepen- 
dence of the Auditor General and the protection of the public servants on his staff. See 
paragraph 8 of this Report. 


STANDING COMMITTEE ON PUBLIC ACCOUNTS. The Committee has studied an arrangement in 
Australia whereby the Public Accounts Committee is appointed under an Act of Parliament 
instead of under terms of reference by the House of Commons as is the case in Canada. 


The Committee believes that control of public expenditure of the size and complexity 
taking place in Canada today requires a Committee established by statute and recommended 
that legislation of this type be introduced in the House. 


In its Thirteenth Report 1966-67 the Committee reiterated this recommendation and 
further recommended that the annual Public Accounts and the Report of the Auditor General 
be referred to the Public Accounts Committee at the time they are tabled in the House. 


Fifth Report 1966-67—presented to the House on October 19, 1966 


POSSIBLE LOSS OF REVENUE WHEN GOODS LOSE TAX-EXEMPT STATUS. The Committee noted the 
manner in which the Customs and Excise Division of the Department of National Revenue 
places on owners and importers the onus for reporting any duty or tax which might become 
payable on non-tax paid equipment or goods. The Department maintains no control on such 
goods and consequently it is possible for equipment or goods to lose tax-exempt status without 
this coming to the attention of the Department, in which case there would be a loss of revenue 
to the Crown. 


The Committee urged the Department to strengthen its procedures wherever possible so as 
to minimize any possible loss of revenue to the Crown. 


DRAWBACK PAID ON GOODS DESTROYED AFTER RELEASE FROM CUSTOMS. The Committee was 
concerned to note that it had been the practice of the Department of National Revenue 
(Customs and Excise Division) to reeommend to the Governor in Council that duty drawbacks 
or remissions be made on goods “destroyed in Canada at the expense of the owner under 
Customs supervision” when section 22(6) of the Financial Administration Act directs that: ‘““No 
tax paid to Her Majesty on any goods shall be remitted by reason only that after the payment 
of the tax and after release from the control of customs or excise officers, the goods were lost or 
destroyed.” 


he. 


We 
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The Committee is of the opinion that the Department should adopt a stricter attitude 
towards requests for refunds and remissions based on circumstances which lie outside of normal 
business practice. 


TAX EXEMPTIONS FOR PARTICULAR GROUPS. Parliament from time to time grants exemptions 
from sales tax and/or other taxes to institutions such as hospitals or schools and groups of 
consumers such as loggers, farmers, etc. In the course of discussions with departmental officers 
and the Auditor General, there were indications that in some cases the benefits of such tax 
exemptions are enjoyed by those whom Parliament had not intended to assist. The Committee 
is aware that special exemptions increase the complexities of administering the tax law but, 
nevertheless, it feels that the laws must be administered so as to ensure that exemptions 
granted by Parliament are applied only in the way Parliament intended. 


The Committee urged the Customs and Excise Division of the Department of National 
Revenue in its administration of special exemptions always to see to it that the benefits from 
these exemptions go to, and only to, those for whom Parliament intended them. 


Seventh Report 1966-67—presented to the House on October 26, 1966 


LOANS AND ADVANCES REPRESENTING GRANTS TO CROWN CORPORATIONS. The Committee 
again criticized the practice of treating amounts paid to a Crown corporation, which did not 
have means to repay them, as loans and advances rather than expenditures of the Crown. The 
Committee was disturbed to learn that not only had the financing in this manner of the 
National Capital Commission not been reviewed by the Department of Finance as requested 
by it (see item 5) but the practice had been continued and further extended by the Department 
of Finance in 1965 when the House was asked to approve loans aggregating $14,250,000 to the 
Canadian Broadcasting Corporation to finance capital requirements which in the past were 
financed by grants charged to budgetary expenditure. 


The Committee again expressed the opinion that expenditures of this type are not loans 
or advances which can or should be regarded as revenue-producing assets but are in fact grants 
and should be charged directly to budgetary expenditure in the Public Accounts of Canada. 
The Committee noted the undertaking of the Department of Finance to review and discuss the 
accounting treatment involved with the Auditor General and expects the latter’s report 
thereon in due course. See paragraphs 58 and 256 of this Report. 


The Committee discussed this matter with officials of the Canadian Broadcasting Corpo- 
ration at its meeting on January 20, 1970, and in its First Report 1969-70 the Committee 
reiterated its view that it seems a questionable practice to treat amounts paid to a Crown 
corporation, which does not have the means to repay them, as loans and advances rather than 
as expenditures of the Crown. The Committee understood from officials of the Corporation 
that their preference was that the amounts be treated as grants rather than loans and stated its 
intention of pursuing the matter further when the officials of the Department of Finance 
appeared before the Committee. 


PRAIRIE FARM EMERGENCY FUND. The Committee believes it is important that the matters 
referred to by the Auditor General in paragraph 46 of his 1964 Report and paragraph 52 of his 
1965 Report be rectified and recommended that appropriate legislation be introduced as soon 
as possible. It requested the Auditor General to keep the matter before the House and the 
Committee. 
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Eighth Report 1966-67—presented to the House on November 3, 1966 


REPAIRS AND ALTERATIONS TO CANADIAN COAST GUARD SHIPS. The Auditor General, in 
paragraph 85 of his 1964 Report, drew attention to an instance where a ship repairer 
commenced operations under a contract involving a consideration of $43,346 but the work 
actually performed under the contract amounted to $130,851 before the ship was returned to 
service. 


The Committee appreciates the problem faced by the Department of Transport when 
ships for which certain repairs have been contracted for require additional repairs, the need for 
which is not evident until the ship is opened up. 


The Committee also appreciates the danger pointed out by the Auditor General that a 
shipyard could deliberately bid too low for the repairs specified in order to get the ship into its 
yard, and then recoup any loss sustained by including excessive profits in charges for the 
carrying out of the additional work that is found to be required after the ship has been opened 
up. The Committee feels that everything possible should be done to assure the Canadian 
taxpayer that the tender system in the case of ship repairs is working to ensure that costs of 
these repairs are not excessive, and it discussed with departmental officers various ways in 
which this continuing problem might be overcome. 


The Committee recommended that, in addition to all other methods which the Depart- 
ment might be able to employ in controlling the cost of extras, ship repair contracts be drawn 
up to provide that when extras are involved they shall be undertaken on a cost-plus or a 
modified cost-plus basis, the profit to be limited to the percentage of profit realized on the 
original contract price, with a proviso that no loss be suffered on the extras and with the entire 
contract subject to cost audit by government auditors. 


This activity is now the responsibility of the Department of Supply and Services. 


COST OF ABANDONED DESIGN PLANS FOR FERRY VESSEL. The Committee discussed with officers 
of the Department of Transport and the Canadian National Railways the additional payment 
of $20,000 which had to be made to the architects who were preparing plans for a ferry vessel to 
operate between Newfoundland and the mainland. 


In the opinion of the Committee this additional expenditure resulted because the Depart- 
ment and the C.N.R. had not come to an agreement as to whether the ferry vessel was to be a 
full icebreaker or simply an ice-strengthened ship, and emphatically stated that the Depart- 
ment should ensure in future that agreement is reached before architects are asked to proceed 
with the preparation of plans. 


Although the Treasury Board had approved payment to the architects of the final amount 
of $130,000 for the preparation of these plans, the Board had not been advised that this 
represented an increase of $20,000 over the amount which the architects had originally agreed 
to accept for the assignment. 


The Committee feels very strongly that the Treasury Board must be given all facts when 
it is being requested to approve of contracts, and it urged the Department to see that future 
submissions to the Board are complete in this respect. 


The Committee, recognizing that the ferries operated by the Canadian National Railways 
on behalf of the Department of Transport are in effect rail links, reeommended that considera- 
tion be given to the assuming by the Railways of responsibility for the procurement of ferry 
vessels as is done with respect to rolling stock requirements. 


yA 
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Tenth Report 1966-67—presented to the House on February 7, 1967 


SALARIES AND WAGES PAID FOR WORK NOT PERFORMED. The Committee reviewed the practice 
of the Canadian Broadcasting Corporation in making payments to employees for scheduled 
hours during daily or weekly tours of duty in excess of actual hours of attendance, noting that 
such payments aggregate $450,000 per annum. The Committee considered that public funds 
should not be disbursed for work not performed and that managements of Crown corporations 
have a responsibility to ensure that the taxpayer’s money is not used for non-productive work 
of this nature. The Committee recommended that such payments be eliminated by the 
management as and when the present union agreements come up for renewal. 


The Committee again reviewed this practice when officials of the Canadian Broadcasting 
Corporation were before it on January 29, 1970, and in its First Report 1969-70 the Committee 
recommended that the Canadian Broadcasting Corporation negotiate with the unions 
involved in an endeavour to eliminate such payments. The Committee was also of the opinion 
that an effort should be made to have all CBC union contracts terminate at the same time. 


PROPOSED REMOVAL ALLOWANCE. The Committee recommended that the Department of 
National Defence give consideration to recommending the establishment of a cash allowance 
for members of the Armed Forces being transferred equivalent to 90% of the estimated costs of 
moving their furniture and that it advise the Chairman of the Committee and the Auditor 
General of its decision. 


In its Fifth Report 1968-69 the Committee noted that the Deputy Minister of National 
Defence had advised that disadvantages in such a scheme were such as to make it unwise to 
establish a cash allowance. However, the Committee remained of the opinion that serious 
consideration should be given to such a plan and requested the Deputy Minister of National 
Defence to review this subject and report. 


Eleventh Report 1966-67—presented to the House on February 7, 1967 


CENTRAL MORTGAGE AND HOUSING CORPORATION—REPORTS OF THE AUDITORS. The Commit- 
tee is of the opinion that it is entitled to be furnished with copies of all reports made by the 
external auditors of any Crown corporation and requested that the Minister responsible for 
Central Mortgage and Housing Corporation instruct the Corporation to make these available 
to the Committee for the fiscal years ended December 31, 1963 and December 31, 1964 and to 
do so without further delay. 


Twelfth Report 1966-67—presented to the House on February 9, 1967 


RECONSTITUTION OF FINANCIAL STRUCTURE OF THE NATIONAL HARBOURS BOARD. The Com- 
mittee is concerned that there appears to be little prospect of the National Harbours Board 
being in a position to meet its principal and interest obligations and recommended that the 
financial structure of the Board be reconstituted. In this connection it was pleased to receive 
assurances that this matter was to be dealt with by the Department of Finance and the Board 
within the next twelve months. See paragraphs 279 and 349 of this Report. 


Thirteenth Report 1966-67—presented to the House on March 1, 1967 


PARLIAMENTARY CONTROL OF EXPENDITURE. The Committee expressed the opinion that there 
is a weakening of parliamentary control when Parliament is unable to take the time to 
examine in detail the amounts being requested as interim supply particularly when these 
exceed the normal one-twelfth for each month for which interim supply is requested. It 
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considers it unfortunate that the parliamentary rules do not provide for immediate considera- 
tion of the Estimates after they are presented to the House so that the proposed spending can 
be approved and interim supply would not be required so extensively. It feels that the rules 
could and should be changed in this regard in order not only to strengthen parliamentary 
control of public funds but to give the Executive the clear mandate it deserves in the discharge 
of its heavy responsibilities. 


The Committee submitted recommendations designed to strengthen parliamentary con- 
trol of public expenditures in the future of which the following is still outstanding (see 
paragraph 54 of this Report): 


that there be no change in the Treasury Board’s procedure whereby it is the agency which 
determines the Government’s overall cash requirements in stated areas, e.g. salary increases. 
However, once this determination is completed and the individual departmental needs established, 
the Committee believes that the additional amount required by each department should be made 
the subject of a supplementary estimate prepared by the department concerned for submission to 
Parliament for its consideration and appropriation in the usual manner. 


In its Second Report 1972 the Committee, expressing concern at the existence of a 
substantial reserve fund established from the unused balances in the annual Contingencies 
Votes, strongly reiterated this reeommendation. 


Fifth Report 1968-69—presented to the House on June 26, 1969 


EXCESSIVE ADVANCE PAYMENTS UNDER CONTRACTS. The Committee noted that an advance 
payment of $6.7 million, the full amount of a contract, had been made in March 1966 under a 
contract entered into on March 21, 1966. The Committee did not approve of the circumventing 
of the lapsing provision of section 35 of the Financial Administration Act in this way and 
recommended that the Treasury Board instruct departments not to contract themselves into 
obligations to make advance payments in order to avoid the lapsing of any portion of an 
appropriation. 


First Report 1969-70—presented to the House on February 12, 1970 


EMERGENCY BROADCASTING. Although the costs incurred by the Canadian Broadcasting 
Corporation in providing the emergency broadcasting service had been reduced, the Commit- 
tee expressed the opinion that the costs should be borne by the organization receiving the 
service and that the estimates of the Canadian Broadcasting Corporation should be reduced 
accordingly. 


Second Report 1969-70—presented to the House on March 4, 1970 


CO-ORDINATION OF RESEARCH AND DEVELOPMENT ASSISTANCE TO INDUSTRY. The Committee 
expressed the opinion that a central record of payments to various companies, by departments, 
should be kept by the Department of Industry, Trade and Commerce to prevent a possible 
duplication of effort and possible duplicate grants of funds. 


Fourth Report 1969-70—presented to the House on June 23, 1970 


DELAY IN COLLECTING SALES TAX. The Committee noted that some licensed manufacturers 
prefer to collect sales tax on all their sales including sales of fully manufactured goods 
purchased by them for resale on which they had already been required to pay sales tax. In such 
cases the Department of National Revenue, by regulation, permits them to immediately 
deduct any sales tax paid by them on these purchases from amounts currently due to the 
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Department with respect to their taxable sales. The effect of this regulation is that a 
manufacturer’s inventory of fully manufactured goods purchased for resale is carried free of 
sales tax and the requirement of the law that sales tax be paid at the time of purchase of fully 
manufactured goods for resale is completely negated. The Committee, noting that there was 
no loss of revenue and that the Department was of the opinion that the practice being followed 
was less cumbersome than the practice called for by section 30 of the Excise Tax Act, expressed 
the opinion that an amendment to section 30 of the Excise Tax Act should be sought. See 
paragraph 168 of this Report. 


PROVISION OF NAVIGATIONAL AIDS WITHOUT CHARGE TO USERS. The Committee expressed the 
opinion that, in line with Government policy and the recommendation of the Royal Commis- 
sion on Government Organization, the Department of Transport should apply user charges 
where possible in connection with the provision of navigational aids, and in those areas where 
user charges are not feasible, the Department of Transport should seek authority from the 
Executive to continue to supply the services without charge. . 


First Report 1970-71—presented to the House on November 26, 1970 


INCREASING ACCOMMODATION RENTAL COSTS. The Committee noted the increasing cost of 
rentads by the Crown and recommended that accommodation and damage costs be made a 
charge to each department’s appropriation rather than have the Department of Public Works 
pay a large part of this sum out of its own appropriation. The Committee expressed the view 
that this change might make departments willing to seek more modest accommodation in an 
effort to keep their estimates within reasonable bounds. See paragraph 186 of this Report. 


Third Report 1970-7 1—presented to the House on January 28, 1971 


CANADIAN BROADCASTING CORPORATION—HOTEL ACCOMMODATION RATES. In the course of a 
special study of travel expense claims of the Canadian Broadcasting Corporation the Commit- 
tee noted that bertch-mark hotel accommodation rates had been set for locations in Canada 
and recommended that similar bench-mark hotel accommodation rates be established for all 
centres wherever feasible. 


CANADIAN BROADCASTING CORPORATION—PER DIEM TRAVEL ALLOWANCES. The Committee 
recommended that where possible, per diem allowances to cover meal costs including gratui- 
ties, should be established for all areas for which there are now no per diem rates. 


Fifth Report 1970-7 1—presented to the House on March 10,1971 


FEDERAL-PROVINCIAL SHARED-COST PROGRAMS. In accordance with the suggestion of the 
Auditor General, the Committee recommended that a detailed summary of federal-provincial 
shared-cost programs be provided as an appendix to the Public Accounts to show the federal 
share of the cost of each program on an annual and cumulative basis. The Committee further 
recommended that the information on the federal share of each program be provided by 
province. See paragraph 227 and Appendix 2 of this Report. 


Sixth Report 1970-7 1—presented to the House on June 30, 1971 


LEASE RENEWALS. The Committee had become aware of instances where after a lease on public 
property had expired, the Crown had accepted continued rental payments beyond the expiry 
date and before the lease was renewed and then found that it had been unable to set a higher 
rental rate for such period without the lessee’s consent because the original rental rates had 
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been accepted unconditionally in the interim. Noting with approval that the Department of 
Transport now places in all leases with renewal options a clause stipulating that rental 
payments accepted after the expiry of the original term would be conditional only, the 
Committee recommended that this practice be adopted by other departments and Crown 
agencies. 


RECOVERABLE COSTS OF INDO-CHINA TRUCE COMMISSION. Noting that Canada had incurred 
costs totalling $2,772,000 in connection with its membership on the Indo-China Truce Commis- 
sion, which it had been unsuccessful in recovering because of the failure of other participants 
in the Commission to meet their share of the operating costs of the Commission, the 
Committee recommended that the Department of External Affairs consider the advisability of 
taking diplomatic initiatives to resolve the situation. See paragraph 259 of this Report. 


LIMITED COMPETITION FOR GOVERNMENT BUSINESS. The Committee recommended that as 
existing procurement contracts for security printing, such as postage stamps, revenue stamps, 
and passports expire, competition be broadened to include, in competitive tendering, qualified 
Canadian firms. See paragraph 209 of this Report. 


Second Report 1972—presented to the House on June 8, 1972 


CANADA DEPOSIT INSURANCE CORPORATION. The Committee was of the opinion that Order in 
Council P.C. 1968-10/585 of March 28, 1968, remitting under section 17 (formerly 22) of the 
Financial Administration Act any income tax payable by the Corporation, should be revoked 
and the Corporation required to pay income tax. See paragraph 328 of this Report. 


CANADA PENSION PLAN ACCOUNT. The Committee directed the attention of the House to the 
fact that although the Auditor General is carrying out an examination of the transactions in 
the Canada Pension Plan Account and the Canada Pension Plan Investment Fund and 
reporting thereon to the House, there is no requirement in the Canada Pension Plan Act that 
this be done. The Committee was of the opinion that the Act establishing the Canada Pension 
Plan should be amended to provide for this at the first suitable opportunity. 


Third Report 1972—presented to the House on June 30, 1972 


FAILURE OF A CROWN CORPORATION TO DEDUCT AND REMIT EMPLOYEES’ TAXES AND TO PAY 
OTHER CONTRIBUTIONS TO THE UNITED STATES GOVERNMENT. The Committee studied the 
circumstances giving rise to the payment made to the United States Internal Revenue Service 
by the Canadian Broadcasting Corporation with respect to United States income and social 
security taxes for its employees in the United States, and recommended that the Corporation 
immediately take steps to attempt to recover the $134,573.99 from the 17 employees involved. 
See paragraph 73 of this Report. 
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THE GOVERNMENT OF CANADA 
Statement of Expenditure and Revenue for the Fiscal Year Ended March 31, 1972 


(with comparative figures for the preceding fiscal year) 


EXPENDITURE 
Fiscal year ended 


March 31, 1972 March 31, 1971 


FeNog Shey by (aan uae ues wept SN or ye Meee RL, te oR OER Re a re AR Oh i hl Oana A oe ern oN gi ncerrlir $ 286,095,584 $ 277,005,746 
GORMMUDIC ATOMS ee cere ease ee era ar ee eee neg eee aR EASE OLeTTE EE SIEES TS 21,674,219 13,896,987 
Consumerjandt Corporate: AMairst ccc. :ccccceeseotemecet ae secerecser eae ec cssescsscters atte Un eee 23,945,624 20,219,433 
Energy: Mines: and ReESOUTCES  A.5scc eters tects tee neste cote ca co teas veeasscusezsnctreerentc euserace tesa 86,114, 893 72,802,213 
ATOMMICAE MEE BY core ree sne eee eae cette ea cles oicesceccta cae seseR ee euerae soe EekG cut Sasso inadencsessoneceeot eee 89,465,508 76,685,608 
EN VITONIMEN Checse Mirai ye ae ae en edeete cep ae aace ein coeee sac cet sa uaeaateeieceon esuentre ee 200, 723,618 156,671,046 
) Eb GTS) pated IVa E28 aoe ass ae AM in eri PN ee Rn ce A  Re UOA G i oyu is Ass RAN NLA reat aie Ne ha 314,448,113 281,585,333 
Finance— 
Public\debtichar ces eerste ee cee errno te ee eee ee enna eae 2,009,652,093 1,822,843,841 
Fiscal, tax-sharing, subsidies and other payments tO ProViNCES...............ccceesseeeeeees 1,5425,517,585) 15.228,946>093 
OMeriexpenditure year ee ee ore ete ecco ra diascenocndetontte eet tem 101,904,569 83,699, 588 
3,537,074,247 3,135,489,582 
ATIC TEOT ES CREF AL eesti sees cco rear aeess coodeet Saee CEE eene Ba eset s ues htineeteti eee ES 3,905,323 3,105,045 
J BASS DU gsi erode And ak ee aan les ce RE CE Pad A Dn eed ERPRe RMS nee ad one han NI 4 1,100,823 949,778 
Governor’ General and Lieutemamt-GoOovernors...<..c...<..c-c.scccesesccsceccoscoocccesecoessoccceecoccccocst 1,197,180 1,152,820 
IndianeAtiairssands NOrthermaDevelOpinien tree. secre ei eneee eect treretsccee seawtec nesses 426,643,569 350,654,455 
Industry abrade anadiG@ OMmine4rce aera: eee ecscess cence nercotee Rete TES Ea ana ees cease eT OTE 362,699,299 250, 568, 846 
AULA CTE. rs eg eat be EB ae otc a GORI UD EVR VENI RES ODE SEs Sed, em ReNin tre Epes a Rn Peal ath. 28,718,595 23,090,421 
MEAD OUE erat cre eae Raa PLE ge OSCE SCTE NTT STEEN ees EE Te a 17, 306, 385 13,477,845 
INU ET OY oN ied cry ove hil Voaknavheng2 310) ¢ Uteee eee ame yn en, ls TR ee ee ene cag eee 619,528,717 570,750,039 
Wnenplovimentalnsurance Commisswomes secsssesoeccs cette etree cee eoneeoeere eee eee ee 173,388,110 178,051,441 
National Defence— 
SLE CORSE VICES cua eeeieccstek ree a eat vad de sede aeoxase See ghe Cotasesee ease ces one Ui Eula cheno ties eee 1,598,213, 1847 Si Sle 218 eit 
JOYS TpaYers 5 RAS HS ne cetansset ceeRac ce BASS SE ee ge osaadae 46,980, 850 45,862,787 
OLB OX PEN itUne wets i aasu es cpee ic eee ene moore geese ascot an Basan oe cRonec seas vate ona carers ueeR OEE 249 ,980, 873 254,795,313 
1,895,174,857. “1,8175876,211 
National Health and Welfare— 
Pamiilygallo wanes, fcccrens tscesterttees coset eet cect ts laac ee eee nec ae te nea ee ne rae 554,407, 334 557,877, 824 
Otherexpendreure ss 22 cesee cae acess cee eee ee Oe eR 2.151, 667. 773m mle SOs igno43s 
2,106,075, LOfm e231 Oo On 
INGtiO mM aRIREV CENT irr cn costes ren ee ee serena eR Sok Ne oita ey neg To ne en 185,245,489 158,477,593 
| eer U gd PED 0\ a) 01 ba 8 Aine SERNA DN DAWU RN, PER BS a pe ibe 0 ad SN PRR Fee en He Ea Vs ARR Rh 32,596,913 2152358651 
IROSTRO IT Cer ree ener alae ede eee eR eae ee 413,334,381 368,595,978 
PLINY 7 COUNCI ese eete tester ee adres te see oeee tae cen coenae sea RTE OPES Masks Lostatacs eves soe eee ene 15,530, 661 13,054,951 
UR a) eR NCO dC ih pce a a a A aN et ne ia a eee ane mie tebe ap 336,756,429 330,657, 604 
REPION ATE CONOMICHEX PatlSlO Ms ere eee ees eee ees teers eee en ee ee 346, 393,152 297,830,514 
SECKCLATVAOLIS taleainn se sree eerste secs eaee Un Seer egs Se Renee aa eo Sen tn donee ne tet een 686, 834, 331 541,939,869 
CanadiansBroadcasting: Corporation: ae. tee eee ee eee 181,000,000 166,000,000 
Solicitom Generale cece oe eee eC eee TR Lt ee eee oe 87,356,011 76,484,241 
RovaliGanadian: Mounteds ROC weces.e.csctete ee eee ee eee ence eae ee 172,706, 183 146,304, 796 
SUPDPIVZA GSE RVvVicesecanc hows Seu eaee ken sees Mars eo iese aa cent ye ceh Senn en MRE ec BAO 9 83,725, 799 74,647,225 
EUIRATIS DOT tees rareees Be cata eee ect ne An era or heres Ua ren 7, al od ee Poet 512,446, 351 450,105,029 
TYVeaSUTypBO ard ae. ie ice ye eee ot eee SOIR a ek Cie PE a Se Lode Te ee 307, 624,285 340,515,626 
INationaluResearch! Councils ees. cece ust ie.e ee ve ieee renee vanes tn a ne ee 130,804,087 122,917: 256 
WirbanvA tains andi Ousin ge: .<cu. kere ce eit eee cr ee eee 47,704,531 28 , 400, 000 
Central Mortgave and Hotising Corporation, o.7 csccctsccscs o5 fessor viavonceesacesostondceecsee tee 82,240,056 46,987, 307 
Veterans Affairs— 
IREMSTOMS. cote ost sks St ae ee eI RR A JS tS ee PRS SN TCS 216,357,437 
O)CHEPEX PEM CIT Fees en ee ee earned Hea Ea cekee oteears sec ne acisoe ene ae eee 187,969, 242 193,603,843 
423,286,721 409,961,280 
POA expemcditure som tess eas. o.oo ee eae te en ene See Oe ae re 14,840,865,151 13,182,143,536 
Budgetary surplus Or metctl (<). S75 ot hoc ohare ete aa Caden one eee — 614,307,381 — 379,092,128 
14,226,557,770 12,803,051,408 


S. S. REISMAN, 
Deputy Minister of Finance. 


H. R. BALLS? 
Deputy Receiver General for Canada. 


(This Statement is to be found on pages 9.2 and 9.3 of the Public Accounts, Volume I) 
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EXHIBIT 1 


REVENUE 


Fiscal year ended 
March 31, 1972 March 31, 1971 


Tax revenue-— 
Income tax— 


[ERX RI OYO EN A 1 ee PN oN re eR i Ra A i st ee ii eS $5,581,982,675 $4,696,481,982 

RON OLON RANA LOT ONO YN aac AO Sata te aA oats eee CEe DROS ee eCO RS a oe 2,183,132,185 2,218,528,208 

ONEGIVIGENUS FINtCTESt Tele. POIND ADLOAG ercereressessseeeseriee ress eeteeteseecseceercesectes 287, 726,724 258 Sle 242 
SOctAlIdevelOp MeN tara xan etme ee cae co oer creas seer nsees cet o sees seehcccaer sal eh oustabuchensticek ponies 408 , 400, 000 566,250,000 
Excise taxes— 

SOS Geer eer Min ee ee net NE ee Mire Meats es see Gr brs acs Sore csv stead cued ieeeietecosee8 1,984,706,695 1,707,500,713 

(QUE sp asda ceteys stale tO MAR Nae 2h er user oye nae eee on Mr nye eT en ni Ee Oe 388,410, 660 403,223,374 
GUSTO MISH OLEGUUES ccc. erecete settee scores cares cnet es ees nets oaiet ates sucResaisssh ctu ecousemnsccesherieeees 988,598, 886 814,544,225 
MEXCISCGUIUICS sorter mnaies Water eat c causes, sae ee bak Bis ceeas conemt lone MOS UO Naa reac du sac cctcateetuneucte os Mer eEeS 606,551,387 561,037,941 
ESC ALORC AK armen ee rec neE IN, ITA Soe hag een se EM OTR ON Tae NON SES 1325 Ol" 952 119,835,070 
IMUISCEITAMCOUS errr aise aero es eters Sete as testes se R hess sac adeinoesSeasbuns Seubseassbnees dees 392,358 314,709 


12,561,917,522 I11,345,867,494 
Non-tax revenue— 


ING CUTMOMMMVESTIMOM TScrceesceseetsticetsetcet cence eoire creas seretetenaas oo tadects eres ccvevet castes vaso mctseeeetioes 1513352315 010 at. O00 mliss.367 
ROSHO ilice=_MelapOStalurevemel sn stersccccccceseccs ececereer mer cettickee ttocscecescsarseiccscespoterasesoers 403,791,138 S37) SIL W553i U4) 
ReiundsrOlepreviOUSIVCAaTS@eX PCM GILULCs ccaccossex cneescetetenstoescoceoes dace csecceceeesesenus Cessescest 21,481,801 23,045,061 
DEMVICCSeatl (ESCH VICCHICCS tate erent ccc eetece sees crete cnet eer eee Tee een ee eee Taelineseeteee teehee tuse 17, 863,304 17,065,324 
POCCCUSHNFOITIS AICS tometer e emen tec e cence eacis sos centcte ace eee orceee sea cccetat seiircee cde ce rece itre yeaa renee IS 607,591 14,015,809 
PrivilegesslicencesrandepeninltSescsmcerssterteter tencetteteren etre sone onto esuate react cressoe tener eeeees 28, 326, 786 26,294,375 
Bi OnGandiCOina cererrar cca cect esccereec tases ce osc eee oe Nace La ecnets bans toeeteletetteenentes 23,549,984 19,946,203 
Premed SCO Van duexChanPer wa.erce cosets nt aetes tome ane ceneiccereece heosere nea tecerereorroaenoes 812,595 
IMITSCe TAT CO US errr ence erase ein eo no Sect n, cee Nene MRE Tec Le See taued sc Coutk iBaie et catece soaee es 20,718,574 18,280, 863 


1,664,640,248 1,457,183,914 


(Excluding tax credited to: 


1971-72 1970-71 
Old age security fund-— 
RersonalwNcOmentaxcen css e--ceeee ee 1,237,000,000 1,132,500,000 
Corporation income taX..............:006. 212,500,000 207 , 900, 000 
SHUSTER ee he) A eee een eee 668, 532,491 573, 849, 158 
i 
PTO Galli sre VELULC ets ee ree cases cpe tet en eee oe cence aoc’ coach crevernseuckecaeseat ete 14,226,557,770 12,803,051,408 


Auditor General’s Certificate 
The above Statement has been examined in accordance with the provisions of the Financial Administration Act, I have 
obtained all the information and explanations I have required and, subject to the comments in my report to the House of 
Commons, I certify that the Statement is in agreement with the accounts maintained by the Receiver General for Canada 
and that, in my opinion, it exhibits a correct view of the expenditure and revenue of Canada for the year ended March 31, 
1972. 
A. M. HENDERSON, 


Auditor General. 
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THE GOVERNMENT OF CANADA 
Statement of Assets and Liabilities as at March 31, 1972 


(with comparative figures as at March 31, 1971) 


Net increase 
or decrease (—) 
during 1971-72 


March 31, 1972 March 31, 1971 


ASSETS $ $ $ 


1. Current assets— 


(ayiaG@ashs schedulevA apa ceed ccs Messen ostenn craters eceees tec te cons Rese PE ee 1,823, 883,254 1,599, 287,435 224,595,819 
(6) Securities held for the securities investment account at amortized cost........ 56,031,174 56,931,602 — 900,428 
(G)me Other current-assets scheduler BD ACCm meee emtecte tse tee et terete eee eer 79 ,986, 694 52,698,352 27,288,342 
1,959,901, 122 1, 708,917,389 250, 983, 733 
2. Departmental working capital advances, schedule C, page 7.............cccccccscsessseesseenes 171,966, 182 194, 312,281 — 22,346,099 
3. Foreign exchange reserve accounts— 
(a) Exchange Fund Account—(value of investments from advances on basis 
of closing market rates at March 31, 1972 $5,229,763,805 and at March 
SILO TALS 49338 SOS 4) ee Minter ee ee ae oe eee eee SO L6e 2795053 4,578, 423,991 937,855,062 
(6) Canada’s subscription to capital of the International Monetary Fund........ 1,141,326, 769 1,148,880, 764 — 7,553,995 
6,657,605 ,822 SAA Oe >) 930,301,067 
4. Social security accounts, schedule D, page 9— 
Ganadaahensiongelanyinvestiie i Gettin Gece ar. aes a meae nc. A ee erce neat nee morons 4,611,303,000 3, 701,275,000 910,028,000 
Unemployment Insurance Account—Advances—All or part to be recovered 
byaparliamentany:applLopulatlOoUS tts mana eect eats <r eetrse ee serene eran ceer tee 183,630,532 183,630,532 
4,794 ,933,532 3,701,275,000 1,093,658,532 
5. Investments held for retirement of unmatured Gebts. 7 ......scc....cssenccscscsacsuersacesavsseesosees [e)8k5},, 772 6,875,017 8,510,705 
6. Advances, loans and investments—Domestic, schedule E, page 9— 
(2)eeoans tos ald investments im,.Crowl COLPOLALIONS...,.csere tees ee eceernenec ieee 11,822,454,578 10,606,167,948 1,216,286,630 
Recovery likely to require parliamentary appropriations.....................000.. Se ohOR de 149,085,810 26,224,967 
(Oye Eoats TomprovineialecoverminentSe tects est sae ccs atten reese oe eeae ee 504,926,647 359,949,199 144,977,448 
(c) Municipal Development and Loan Board advances...................:00 Sens 254,110,836 263,554,972 —9,444,136 
(d) Veterans Land Act fund (less reserve for conditional benefits)..........000..00... 502,788,422 492 , 339,217 10,449,205 
(ye NETS CONT a CO Se se ne a eee eee a hh eee tac aya Aaa ge ted i A 490,091, 309 320,265,483 169,825,826 
13,749,682, 569 12,191,362,629 1,558,319,940 
7. Advances, loans and investments—External, schedule F, page 15— 
(C\amleoanstomationalegovermMentSmen aaassc ee eae eee meer 15513; 165, 342 1,406,097, 348 107,067,994 
(6) Subscriptions to capital of and working capital advances and loans to, in- 
KELMATONaAlOreaniZAallOnS macs crt ccc reen ete acetheacateradare nest access Mamet tte 32S Boe 04 275,035,884 50,697, 680 
(c) Investments in United States dollar securities issued by other than the 
Government of Canada—Columbia River Treaty..................ccccesscsceceeeesseseees 291 S42 Ol — 25,754,161 
1,838,898 , 906 1,706 , 887, 393 T3 2,011 S513; 
Scusectintiesunel dan trust. schedule G, pa cerl Ors. ma mess tetancernec Mics cetacean ee 128,673,061 124,490,532 4,182,529 
9. Deferred charges— 
(a) Unamortized portions of actuarial deficiencies— 
Ganadianplorces superannvationvaCCOunt a aero terete ee ences eee esceeeee 331,140,000 227,240,000 103,900,000 
PuUbileuservice: sUpeLanmuatlo Me aCCOUNte ces nai ercrsrtener ie eseerene ese cere ene 402 , 670, 233 311,196,400 91,473,833 
Royal Canadian Mounted Police superannuation account...................00 18,748,000 30,005,400 — 11,257,400 
(6) Unamortized loan flotation costs, section 11, page 10............0.ccceceeeeseeeeees 168,908 , 634 175, 1432932 — 6,235,298 
921,466,867 743,585,732 MOT exexosd (p 11555) 
MOLE G@apitalVassetsie atl. poeeeeneh, el eet De eeeh. oe PAOD AE cn 80.0 caste Rann as Aine coe nh 1 1 
Mipminactivesloansrand imvyestinents,;SCheaWler bly Patea ly cereaaeeae eats ae ene rena 94,824,381 94,824,381 
otalerecordedrassct sm aac netr sire tie eed hein Eaeeta hte ter se anity nie aan eee ie tar 30, 333,338,165 26,199,835,110  4,133,503,055 
IDES Sau CSCEVerOL lOSSeS.OM TeAlIZALIONOfiaSSCE Screener. Messiaen encarta eee een eee — 546,384,065 — 546,384,065 
INGEIECORGCAUASSETS Scere east oss aatens Sasnet eae er eae eaat be kesh eter coe Rar oe acerca 29, 786,954, 100 25,653,451,045 4,133,503,055 
13. Net debt, represented by excess of liabilities over net recorded assets, schedule I, 
OY or) AYP teee Ree I GR IRL a3 hee Rue Sop Aeon, Shera is eee enact tread crise Mop ne tenet 17,936,681 ,625 17,322,374, 244 614,307,381 
AF 123..035)125 42,975,825,289  4,747,810,436 
The notes appearing on page 4 are an integral part of this Statement of Assets and Liabilities. 
S. S. REISMAN, H. R. BALLS, 


Deputy Minister of Finance. Deputy Receiver General for Canada. 


(This Statement and the schedules and pages referred to therein are to be found in the Public Accounts, 
Volume I, Section 10, except where otherwise indicated) 
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EXHIBIT 2 


Net increase 
or decrease (—) 
March 31, 1972 March 3], 1971 during 1971-72 


LIABILITIES $ $ $ 
14. Current and demand liabilities, schedule J, page 17— 
(CQyMOUIS CAN GIN SCHE GUEST cy etree ae Re eee i ier ee Atl ew ee 737,049,519 630, 333,381 106,716,138 
(6) Accounts payable (that portion paid in April of the next following year) .... 649 , 746,071 $82,300, 567 67,445 , 504 
(c) Non-interest-bearing notes payable to international organizations.............. B25 O98 36 7,048,532 25,520,844 
(2) me Maturedrdebizoutstancin serene werent suena etn, ete eee ee hss, Jerse lamsneaneees 31,037,041 32,729,140 — 1,692,099 
(C)malnterestidtierandioutstancdin gern eet eee ieee eee eansts cc .cs eee De), WSO hy 325, OO 233,579,006 
Gimelintenestra ceric tk eh Meese Medes el, Care ai Lee ns Mehta Wee otra 539,824,615 495,600,944 44,223,671 
(2) eOthernicunnentaliabilitiesstseeers ee keh esse Ou e O o  eoeeak 131,795,886 89, 304,037 42,491,849 
2,681,178,890 2,162,893 ,977 518,284,913 
15. Foreign exchange reserve accounts— 
(a) Non-interest-bearing notes payable to the International Monetary Fund.... 750,000,000 635,000,000 115,000,000 
(6) Allocation of Special Drawing Rights in the International Monetary Fund 370,279,053 253,423,990 116,855,063 
1,120, 279,053 888,423,990 231,855,063 
LOD epositrandethusteaccOUntSasche Cul CmKenp a LC lO meren en cm aneiee mee teeny ons ue ee eee es 600,191,074 439,183,779 161,007,295 
17. Annuity, insurance and pension accounts, schedule L, page 23— 
(a) Social security accounts 
CanadarRensiOnge lan Aeon Aker wee tes eh reece ected eee aes: sci gee 4,778,458 ,561 3,843,577, 393 934,881,168 
OldSAPeESECUTItY Dy ian ieee peer serteens celiac sensi tee crew So8 5 eee ac Wide 641,100,004 728,422,342 — 87,322,338 
ineniplOy mien tala SUT ance eA CCOUI Um iee semnntee see et trot ete tera nye een stacy 36,897,305 —2,646,751 39,544,056 
(Dy SUDELANN UAT ODVACCOUNTCS: eae een me cen genet iee Pen et este neg et enter ee 8,672, 309, 822 7,760,361,754 911,948,068 
(C)IO (Ne reeerees Seer E eo St eae ene on IR Meet ho Le Oe MONS, A, caret eee is, 1,447,515,017 1,445, 263,043 2,251,974 
15,576, 280,709 IS TI4S9TI ASL) VSO 38020928 
18. Undisbursed balances of appropriations to special accounts, schedule M, page 24 190, 699,274 266,598 ,006 — 75,898,732 
epee CADIS COLDOFATIONNGAK Foss uBikn caheke sti oir cae satu ue atodeeen cee hase PARA e ess sxsarshane. tn See 1,904,574 3,064,986 —1,160,412 
20. Provision for compound interest on Canada Savings Bonds, schedule N, page 25 56,864,079 18,582,473 38,281, 606 
Diem erenredaCneGits sschedwlerO), DALE. Lo caacsescsceueaeece trseee dane es Seat oes cee toe sans eeecee Me tecee aces 231,735,484 216,813,957 14,921,527 
DOMES USDEMSCLACCOMN(SM SCH CUE phar Dp ARC yD Onaranextten re aeee eters tee tak toe aera aeeeen carne eta 6,002,765 4,129,739 1,873,026 
23. Unmatured debt, schedule Q, page 27 
(Giic- ABYC) ae peasraaay,. cc ntainct ah pormna pian alee needa Pence pat ts CSS ok A i MrdeemR aR Bot 6 Soa 23,428, 499 , 823 21,466,156,601 V,962,343222 
(Oy mE TeASU Ty DIS Ho ate So Re ee eee a eet es ee nee a ee 3,830,000, 000 3, 735,000,000 95,000,000 
27, 258,499,823 Pa AOU LEAKS OXON 5 5 ALE 
NOTE: 
The contingent liabilities of the Government of Canada, consisting of railway 
securities guaranteed as to principal and interest $821,712,000; other 
guarantees of $10,827,645,950; together with certain indeterminate guaran- 
tees, are listed on page 83. 
Motaltliabilities mc atecr erie a et ie otters ds cert aeg meee 47, 723,635,725 42,975,825,289 4,747,810,436 


Auditor General’s Certificate 
The above Statement has been examined in accordance with the provisions of the Financial Administration Act. I have obtained all the informa- 
tion and explanations I have required and, subject to the comments in my report to the House of Commons, I certify that the Statement is in agree- 
ment with the accounts maintained by the Receiver General for Canada and that, in my opinion, it exhibits a correct view of the financial position 
of Canada as at March 31, 1972. 
A. M. HENDERSON, 
Auditor General. 
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EXHIBIT 3 


Summary of Appropriations, Expenditures and Unexpended Balances by Departments 
for the Fiscal Year ended March 31, 1972 


Unexpended Balances 


Section <a 
(Volume Carried 
I) Department Appropriations Expenditures Lapsed forward”) . 
$ $ $ $ 
| A GrICUI CUTE eer mete ick nena heaton, tare cs ee eae (29328, 548, 389 286,095,584 16,452, 805 26,000,000 
2 COMMUNICATIONS ere ene en ene ree ee ccm i nee 23,518,952 21,674,219 1,844, 733 
3 G@onsumenandu@orporates A tharesar eee concent eee 25a 70 07 23,945,624 IM6255133 
4 BELLY e Viinesta nm NeSOULCE Sus tert rere eaten care, eneaees 178,093,378 175,580,401 DIE NERO TET) 
5 EATVITOMMICI Utter eta etc senc Sere mee mes ves chee sae e he seer 204, 646,094 200, 723,618 3,922,476 
6 EXte nal VATA TS eee ie rene ocr te acayie nce eure 3)338,170,728 314,448, 113 889,212 22,833,403 
a IAT COn Lohac ter Un aeeroee eee coe LU i iaeat has heat NL ea eA (43,546,418, 766 3,542,080, 393 4,338,373 
8 Governor General and Lieutenant-Governots....................: Peis i37 1 11972 180 Ox Soi 
9 Indian Affairs and Northern Development................0...0..... (5432, 493,906 426,643, 569 By o2 e922 PAS TCS: 
10 industryaradecrand’@ommencess eo ee eee 446,931,428 362,699,299 16,232,129 68,000, 000 
11 JUSTICE ee eee ar MN cease PR SOR OM Sonate CIN ore 29,449, 893 28,718,595 UB 2%: 
12 | BBW Ye 1UR Ci Rat, ean cP NUe cnc pan aan AReN OR UE Mine CRA LA Ee Oe i 18,802,422 17, 306, 385 1,496,037 
13 Manpowenan de limnaie hati OMeene nme. tee cence. nena ae ee 6)868, 593,539 792,916,827 SOMO 
14 National Dereon cen s semen iie meter cert ree eee oe 1,900,145,149 1,895,174, 857 4,970,292 
1S INationalmbcalthmancdlavVeliiane sees neces ner meee e eae 2, 709,816,507 2,706,075, 107 3,741,400 
16 Nationals Revenuey, wasn cee scenes Ota Mn ae mR ae mene as ane 187, 398,188 185,245,489 2,152,699 
17 Par liaien Center ne ee es seca ae er OM rs oes ae etnies 35,020,652 32,596,913 2,423,739 
18 ROSE OMI Ce Ree eatntes rene Mian e maa ae IRENE Teas unicen aaeinee. 418,631,832 413,334, 381 55,297,451 
19 Brivis G Onin clear ees Oe te nee tle tthe era a Yen Uae cS 16,551,520 15,530,661 1,020, 859 
20 BUDGE OT sitemeter ewe eater Lam Ree eta le lien hcas 339,720,141 336,756,429 263s, 
21 Resionalseconomicyexpansionen er one ee. 374,499, 850 346, 393,152 28,106,698 
22 SECIE CATV RO fr Otale mms bee te tenes c earn te hatis sanae Suck suue aevskiras fate (869,974, 338 867, 834, 331 2,069,514 70,493 
23 Solicitor Generali green heen teenies ene e 265,816,626 260,062,194 57542432 
24 SUP DLW ards CRVICE Sunes one ears meme eels Serre he oa eens 84, 800, 306 SoZ 199 1,074,507 
25 EREATS DORE MER ee Men scence eee MeN Lt) ok ca Sne nade teem 534,653,570 512,446,351 22,207,219 
26 EC ASULY BOAT eee ee roe ea cae ee eta cece ode 496,296,096 438,428,372 57,867,724 
oF WirbangA arescanGsllousine eee eaten oe eee 133,452,064 129,944,587 3,507,477 
28 IWeTe Ral SWAtial Cone me tnee etna er Weihua, Sey ccn hho teats at 443,617,090 423,286,721 20, 330, 369 


15s 25229055918 14,840, 865,151 292,819,456 £19522), 311 


) Available for expenditure in subsequent fiscal years: Department of Agriculture vote 15, 1970-71 $26,000,000; Department of External Affairs 
vote 20, 1971-72 $22,833,403; Department of Indian Affairs and Northern Development vote 30, 1970-71 $2,317,415; Department of Industry, Trade 
and Commerce vote 29b, 1971-72 $68,000,000; Department of Secretary of State vote 2b, 1969-70 $70,493. 

(2) Includes $10,000,000 carried forward from vote 15, Department of Agriculture 1970-71 appropriations. 

G) Includes $5,556,170 carried forward from vote 20, Department of External Affairs 1970-71 appropriations. 

(4) Includes $2,800,000 carried forward from vote 1la, Department of Finance 1970-71 appropriations. 

(S) Includes $962,343 carried forward from vote 35, Department of Indian Affairs and Northern Development 1970-71 appropriations. 

©) Includes $28,419,915 carried forward from vote 7b (formerly Department of Labour 1970-71) and $15,404 carried forward from vote 10, Depart- 
ment of Manpower and Immigration 1970-71 appropriations. 

™ Includes $217,153 carried forward from vote 2b and $9,844,894 carried forward from vote 22a, Department of Secretary of State 1970-71 ap- 
propriations. 


S. S. REISMAN, H. R. BALLS, 
Deputy Minister of Finance. Deputy Receiver General for Canada. 


Auditor General’s Certificate 


The accounts relating to the expenditures as set forth in the above statement have been examined under my direction and subject to the comments 
in my report to the House of Commons, I certify that, in my opinion, the Statement gives a correct summary for the year ended March 31, 1972. 


A. M. HENDERSON 
Auditor General. 


(This Summary is to be found on page 9.6 of the Public Accounts, Volume I, and the 
sections referred to therein are those in the Public Accounts, Volume II) 
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EXHIBIT 5 

BUDGETARY EXPENDITURE BY STANDARD OBJECTS 
FOR FISCAL YEAR ENDED MARCH 31 
(in millions of dollars) 

Fiscal year ended March 31 

1971 1972 Increase 

el a a a 

Expenditure Expenditure decrease (—) 


SUE CSR TICs WV ACS rte ee 1 I Mh 5 On eee Coins ye 0 eso toe nee (Ly » 2,644 2,980 336 
CET DERSONTICINCOSTS Ge rene nec oy cece setuid cco Sr Oe ee dee + dak (1) 580 620 40 
Transportation and ‘communications 2.8 sino Re (2) 312 347 35 
PEPORT MUO Mg acted os eee Ree hi et Soc ee Re ee ae (3) 34 45 11 
PEOLESSIOD a ANIC SPEC Ida SOLV ICES de casenreieass sc cosas ieeerss saad kinase (4) 443 556 113 
BROT EAS ee ee oe hh I RR Ee eel ee oa ey (5) 94 22 28 
Purchased wepait and UpKeep 2... eee ten ire lee Oe ence (6) 189 183 —6 
Wtiliiessmatertals and: SUpDIGS 3 eed eee ae a (7) ey 403 46 
Construction and acquisition of land, buildings and equipment....(8) 295 386 91 
Construction and acquisition of machinery and equipment............ (9> 265 300 35 
Grants, contributions and other transfer payments...................... (10) 6,068 6,857 849 
PING GeO Cnr ges. Mee Mest sccsen gsi csc.ss. aaa ame ce ote ri Loan Wes 82) 2,013 188 
PINOLE ENG XTICMGUIEUI LES got  an hss cha boviaind aa ede tas ata wees eaters (12) 54] 529 —12 

WOtat SCAN CALC O ICC ES reat aera eee ee hence ea (1-12) 13,587 13,341 1,754 
Less: Teceipts and ‘revenues credited to the vote.......c. 42..:.00 (13) —4CS — 500 —95 

SP OER ICU OT CURED ES tert te cect x see sy saison Suseoiraanigltousteen aun 13,182 14,841 1,659 


(This Table is to be found on page 4.5 of the Public Accounts, Volume I) 
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